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“The integrated relationship of the Bell 
_Canada enterprises in telecommunica- 
_tions research, manufacturing and 

- operations (illustrated on the cover) has 
contributed substantially to the com- 
pany’s success at home and abroad, 

bringing benefits to Canadians from 
coast to coast. *” 


_ A.J. de Grandpré 


during a television interview, in 
~ January 1983 
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Executive Offices 
1050 Beaver Hall Hill 
Montreal, Quebec 


The Annual and Special General 
Meeting of the Shareholders will 
take place at 10:00 a.m. Thurs- 


Re ZaliS4: day, April 28, 1983 at the Roy 
Thomson Hall, Toronto, Ontario. 


Bell Canada’s Annual Report on 
Form 10-K is available from the 
date of its filing with the Securities 
and Exchange Commission in the 
United States by writing to: 

The Corporate Secretary 

Bell Canada 

1050 Beaver Hall Hill 

Montreal, Quebec 

H2Z 1S4 


Sur demande, le secrétaire de la 
société vous fera volontiers par- 
venir un exemplaire francais du 
rapport annuel. 


Letter to shareholders 


Dear shareholder, 


We have just lived through a 
year marked by a steady diet 
of disturbing economic news. 
A stubborn rate of inflation 
crippled the economy. High 
interest rates added their 
dampening effect. Most 
business sectors were shaken 
by a broadly-felt slowdown. 

This recession was felt 
throughout North America and 
the world. It had its impact on 
Our corporation as well. We 
have had to live with rising 
costs and slower revenue 
growth. 

For example, Bell Canada 
experienced a drop of nearly 
180,000 in the number of 
company-owned telephones in 
service over the course of the 
year. This loss was a reflection 
of slower growth and also of 
the terminal attachment deci- 
sion (see box, page 9). Despite 
rigid controls, the cost of pro- 
viding telecommunications 
service rose 15.5 per cent over 
1981, arate distinctly higher 
than the 13.4 per cent increase 
in revenues over the same 
period. 

Slackening demand for serv- 
ice obliged Bell Canada to trim 
its capital spending program 


and continue its program of 
reducing operating costs, 
while minimizing the effect on 
employment and protecting its 
financial integrity. 

Over the course of 1982, the 
number of Bell Canada em- 
ployees decreased by nearly 
3,000, mostly through attrition 
and early retirement. The 
salary levels of officers and 
department heads were frozen 
for a period of 18 months as of 
January, 1982. Increases in 
salary levels for all other 
managers were limited to six 
per cent starting January, 
1983. To avoid layoffs, 
agreements for part-timing 
were negotiated with unions 
representing clerical and craft 
employees. 

Despite measures of this 
kind — which should have 
greater impact on 1983 results 
— expenses continued to in- 
crease at a faster rate than 
revenues and Bell Canada’s 
operating results were there- 
fore somewhat disappointing 
in 1982. 


Northern Telecom 
continued to gain ground... 


Our manufacturing subsidi- 
ary, Northern Telecom, did 
considerably better. It conti- 
nued to gain ground in key 
markets and product areas, 
outperforming many interna- 
tional competitors, some of 
whom experienced little 
growth during the period. 

The Review of activities 
section takes a closer look at 
Northern Telecom's perform- 
ance, highlighting the relevant 
financial and operating data. 
We are pleased to report that 
its results last year, surpassed 
even the record performance 
achieved in 1981. 

Tele-Direct Ltd., renamed 
Bell Canada Enterprises Inc. on 
June 22, 1982, in anticipation 
of our proposed reorganization 
plan (discussed later in this 
report), also contributed to the 
past year’s success, with in- 
creased revenues from its tele- 
phone directory publishing, 
commercial printing and other 
activities. 


Bell Canada International 
(BCI), our consulting sub- 
sidiary, continued to be active 
around the world in 1982. 


Results were 
unquestionably positive... 


The company was at work in 
Trinidad and Tobago, Iraq, the 
United States and 25 other 
countries. 

In short, the 1982 results 
posted by the Bell group of 
companies were unquestion- 
ably positive. We owe our 
appreciation to the men and 
women of Bell Canada, North- 
ern Telecom and our other 
subsidiaries for their energy 
and enterprise. 

In the spring of 1982, Bell 
Canada applied to the depart- 
ment of Consumer and Cor- 
porate Affairs for, and was 
granted, a certificate of conti- 
nuance under the Canada 
Business Corporations Act. 
This enabled the corporation to 
continue in business under 
legislation that governs a great 
number of business concerns 
in Canada. 

The year could have closed 
on a more encouraging note, 
however, had the proposed 
establishment of Bell Canada 
Enterprises as the new parent 
corporation of the Bell group of 
companies occurred before 
December 31, 1982, as had 
been intended. 

On June 23, 1982, we an- 
nounced publicly our intention 
to reorganize our corporate 
structure. Following an interim 
order of the Quebec Superior 
Court to place the share 
exchange aspect of the 
reorganization plan before our 
300,000 shareholders, and 


I 


prior to presenting It to the 
court for approval, we cir- 
culated detailed information to 
shareholders, and convened a 
series of special meetings in 
August. At those meetings, 
our shareholders almost unani- 
mously supported and 
authorized the proposal. 

We then appeared before 
the Quebec Superior Court for 
final approval, at which time 
the federal government chal- 
lenged the authority of the 
court to approve the transac- 
tion without the prior approval 
of the Canadian Radio- 
television and Telecom- 
munications Commission 


(CRTC). The Quebec Superior 


The Quebec Superior Court 
ruled in our favour... 


Court ruled in our favour, 
stating that the approval of the 
CRTC was not required. The 
federal government subse- 
quently appealed that judg- 
ment, and the hearing on the 
appeal was held before the 
Quebec Court of Appeal on 
February 22, 1983. (At press 
time, the judgment had not 
been rendered.) 

Also, the federal govern- 
ment ordered the CRTC to in- 
quire into certain aspects and 
consequences of the proposed 
reorganization, and to report to 
the cabinet by the end of 
March, 1983. 

As was reported in the third 
quarter report to the share- 
holders, the Directors were 
dismayed by the government's 
decision to intervene in the 
decision taken by the share- 
holders and approved by the 
court. 

Many hundreds of share- 
holders responded to the sug- 
gestion made in the quarterly 
report and conveyed their 
views on this matter to their 
members of Parliament. 

As well as raising the 
legislators’ awareness of this 
issue, their letters and com- 
ments were a visible demon- 
stration to parliamentarians 
that there are a significant 
number of people in this coun- 


try who care very much about 
the private enterprise system. 


Several points underlying 
the reorganization were evi- 
dent to the shareholders who 
sent us copies of their corre- 
spondence, and are worthy of 
repetition: 

e The country’s telephone and 
telecommunications systems 
are of vital importance; more 
so now, in an information- 
based economy, than ever 
before. The proposed reorgan- 
ization will strengthen the 
group of companies and 
should therefore be encourag- 
ed in every possible way. 


The proposed reorganization 
is vital to all Canadians... 


e The Bell group of compa- 
nies need to have the same 
degree of structural and opera- 
tion flexibility as their overseas 
competitors in order to com- 
pete successfully for export 
business. Such business, and 
the contribution It makes to 
the country’s balance of pay- 
ments, is vital to all Canadians. 
e The management resources 
of this large group of com- 
panies must be used in the 
most efficient and effective 
way If all of the companies in- 
volved are to benefit fully. The 
reorganization is designed to 
enable this to be done, and the 
benefits will flow to all cus- 
tomers and suppliers of these 
companies. 

An encouraging sign of 
better things to come in 1983 
is the positive nature of the 
third and final report of the 
Restrictive Trade Practices 
Commission (RTPC). 

The commission’s report 
was released January 19, 
1983 by the federal department 
of Consumer and Corporate 


Affairs which observed ‘‘The 
commission found that the 
development of the Canadian 
telecommunications equip- 
ment industry had been well 
served by telephone company/ 
manufacturer relationships.’’ 

On the subject of vertical in- 
tegration, the RTPC report 
noted that Northern Telecom 
‘‘has been a very successful 
company’’, and added that 
‘Bell has contributed to this 
success, most obviously by 
providing a market and 
research support.’ 

The commission said the 
‘“‘evidence does not justify the 
imposition of a system of com- 
petitive bidding on Bell’’, and 
added that ‘’Bell has perhaps 
been better off in the long run 
having waited for Northern’s 
product improvements.’ 

The commission asserted 
that it ‘“does not believe that 
specific remedies are re- 
quired’’, but suggested some 
measures intended to ensure 
that vertical integration con- 
tinues to operate in the public 
interest. 

Canadian telecommunica- 
tions expertise is admired 
throughout the world. 
Acknowledging, as it does, 
the value of the relationship 
among the Bell Canada 
operating, research and pro- 
duction entities, this report 
helps to support our Continuing 
initiatives in intensely com- 
petitive international markets. 


Mf tiff 


A. J. de Grandpré 
Chairman of the Board 


Gotan 


J.C. Thackray 
President 


February 23, 1983 


Financial review 


Consolidated earnings increase to 
$3.11 despite poor economy 


Despite the effects of the poor 
economy, increased net reve- 
nues from telecommunica- 
tions operations in 1982, com- 
bined with the continued 
healthy performance of North- 
ern Telecom, helped to im- 
prove the corporation's con- 
solidated earnings. 

Consolidated income before 
extraordinary item, in 1982, 
was $622.2 million, or $3.11 
per common share, compared 
with $550.7 million, or $2.97 
per share, in 1981. 

The non-consolidated rate 
of return on average common 
equity for 1982 was 12.72 per 
cent, compared with 13.09 per 
cent a year earlier. 


Annual dividend raised 


On January 15, 1983 a 
quarterly dividend of $0.52 per 
common share — $0.03 
higher than the dividend for the 
previous quarter — was paid. 
This was the tenth consecutive 
year that the dividend was 
raised. The current indicated 
annual dividend is $2.08. 

In spite of substantial cut- 
backs in capital expenditures 
and operating expenses, the 
corporation's telecommunica- 
tions sector was affected by 
worsening economic condi- 


“‘We must maintain 
the confidence of 
those who invest in 
Bell Canada. Our 
highest financial 
priority is to 
achieve returns 
which are fair to 
both our customers 
and our investors. ’’ 


J. Stuart Spalding 
Vice-President & 
Treasurer 

Bell Canada 


tions. Revenues did not keep 
up with the rising costs of pro- 
viding service. 

Telecommunications oper- 
ating revenues rose 13.3 per 
cent in 1982, mostly as a result 
of some $388 million generated 
by the combined effect of the 
1981 rate award, which 
became effective October 2, 
and the six per cent increase in 
rates which became effective 
September 1, 1982. 

On June 28, Bell Canada 
had requested general rate in- 
creases designed to provide a 
15.1 per cent increase in 
revenues during 1983. The ap- 
plication was withdrawn in 
August, following an order in 
council of the government of 
Canada prescribing increases 
of six per cent effective 
September 1, 1982 and a fur- 
ther five per cent effective 
September 1, 1983. 


Telephones in service 
decreased 


Bell Canada recorded a de- 
crease of close to two per cent 
in the total number of tele- 
phones in service owned and 
operated by Bell Canada in 
1982, compared with a year 


earlier. The decrease occurred 
mainly in business main tele- 
phones as well as in business 
and residence telephone ex- 
tensions and Is due to the ef- 
fects of the depressed economy 
and of the CRTC interim deci- 
sion, now confirmed (see box, 
page 9), permitting subscribers 
to connect their own equip- 
ment to Bell Canada’s facilities. 
There was little change in the 
number of long distance 
messages, but modest growth 
was reported in long distance 
revenues. 
Telecommunications 
operating expenses in 1982 in- 
creased by 15.5 per cent ona 
non-consolidated basis as a 
result of higher wages and 
other employee-related costs, 
as well as higher depreciation 
charges and taxes other than 
income taxes. 
Notwithstanding reductions 
in Operating expenses and cur- 
tailments in hiring and promo- 
tions, Bell Canada has had to 
live with increased costs for 
energy and other goods and 
services provided by non- 
controlled sources, costs 


which, in many cases, are ris- 
ing at a rate exceeding that of 
the federal government's six 
and five per cent wage and 
price guidelines. 

Bell Canada is also commit- 
ted to wage contracts with 
most of its unionized em- 
ployees, providing for annual 
increases of 10 per cent and 
more. 


Healthy financial position 


The corporation needs to 
preserve a healthy financial 
position in order to be able to 
pay a Satisfactory return to its 
shareholders and thus to at- 
tract the amounts of capital 
necessary to meet Bell 
Canada’s service obligations 
to customers. 

New debt and equity must 
be raised in financial markets 
because Bell Canada, like many 
other capital-intensive in- 
dustries, cannot generate suffi- 
cient funds from its operations 
alone to finance its construc- 
tion expenditures. In so doing, 
the corporation must take into 
consideration the appropriate 
proportions of debt and equity 
in its capital structure, as well 
as conditions on Canadian and 
international capital markets. 


The corporation has main- 
tained its ability to access 
these capital markets at a 
reasonable cost when funds 
are required, even in the dif- 
ficult market conditions of the 
recent past. 


Shares and debentures 


Preferred shares were offered 


for sale in Canada, and deben- 
tures in Europe in 1982 to raise 
close to $340 million. Another 
$116.1 million in new equity 
was raised through the Share- 
holder Dividend Reinvestment 
and Stock Purchase Plan and 
the optional Stock Dividend 
Program. 

In March, a $236.25 million 
issue of Bell Canada $2.70 
preferred shares was sold in 
Canada. The shares, priced at 
$20 to yield 13.5 per cent, are 
convertible for ten years into 
Bell Canada common shares 
on the basis of one common 
share for one preferred share. 


“Bell Canada has 
the largest number 
of registered share- 
holders of any 
Canadian corpora- 
tion. We are here to 
make it easier for 
them to under- 
Stand and to invest 
in our corporation. “’ 


Yolande Keens- 
Douglas 
Manager — 
Shareholder 
Communications 
Bell Canada 


Total revenues 
$ Millions 
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In late May, a Can. $100 
million issue of debentures was 
sold in Europe. The debentures, 
series DL, mature on June 9, 
1989, and were offered at 
99.50, with an annual coupon 
rate of 16 per cent. 

During the year, the corpora- 
tion also redeemed the small 
remaining balances of four 
series of preferred shares. 


Shareholder plans 


Participation in the Shareholder 
Dividend Reinvestment and 
Stock Purchase Plan (DRP) in- 
creased in 1982, producing 
$104.8 million in new equity. 
As of January 17, 1983, 26 per 
cent of common shareholders 
representing 20 per cent of 
common shares outstanding 
were participating in DRP. 

Participation in the optional 
Stock Dividend Program (SDP) 
has also increased, producing 
$11.3 million in new equity in 
1982. As of January 15, 1983, 
2.3 per cent of common share- 
holders representing 3.5 per 
cent of common shares out- 
standing were participating in 
SB) 

(For more information on both 
plans, see page 49.) 


Review of activities: 
telecommunications 
operations 


During 1982, even though 
economic conditions were 
highly unfavorable, Bell 
Canada* continued to invest 
large sums to meet the needs 
of its subscribers and to mod- 
ernize and improve its tele- 
communications facilities. 

In fact, capital requirements 
are enormous in good years 
and in bad. Last year’s exper- 
lence tends to prove this true. 

While capital spending 
levels plummeted in almost all 
sectors of the economy, Bell 
Canada invested an additional 
$1.4 billion in its network, ap- 
proximately the same as in 
(Sie: 

There are several reasons 
for expenditures of this magni- 
tude. For one, we believe that 
subscribers’ requirements for 
service are of paramount im- 
portance. Two thirds of Bell 
Canada's capital investment 


in 1982 went towards meeting 
subscribers’ requirements. 
Staying at the leading edge 
of technological development 
is the only way to retain a 
competitive position in world 
markets. In a sector as vital as 
telecommunications, this is 
important both to Bell Canada’s 
customers and to Canada 
as a whole. 


Quality of service 


Another large portion of capital 
expenditures was used to im- 
prove the quality of service in 
specific areas such as operator 
services, line testing, switching 
and transmission, and rural 
service, and to continue the 
construction of regional head- 
quarters buildings. 

Operator services — Conti- 
Nuing installation of the traffic 
operator position system 
(TOPS™) in the telephone 
operators’ workplace cost 


“In a sector as vital 


as telecommunica- 


tions, the only way 


to retain a com- 
petitive position in 
world markets is to 
Stay at the leading 
edge of technologi- 
cal development. ”’ 


Elie J. Thimot 
Director — 

Capital Management 
Bell Canada 


Good year or bad, 


capital requirements 


are enormous 


$30 million last year. This pro- 
gram, launched four years 
ago, has transformed the 
operators’ working methods, 
improved customer service 
and significantly increased 
employee productivity. 

Line testing — Some $15 
million was spent in 1982 on 
the centralized automated loop 
reporting system (CALRS”™), a 
system that computerizes the 
operation of a test centre. The 
data provided by the system is 
far more accurate and can be 
analysed more quickly. The 
system has improved radically 
the overall efficiency of Bell 
Canada’s repair operations. 

Switching and transmis- 
sion — Local and long dis- 
tance telephone users bene- 
fitted from the installation of 
more than $200 million worth 


of digital equipment, including 
DMS-100 and DMS-200 
switching machines. The in- 
creased reliability, maintain- 
ability and other features of 
these automated switchers are 
now universally recognized. 


Rural service — The five- 
year non-urban service im- 
provement program was com- 
pleted in 1981 at acost of 
around $1 billion. Last year, an 
additional $100 million was 
spent to provide for growth 
and to further improve service 
in rural areas. 


Office building construc- 
tion — |In 1982, some $123 
million went towards construc- 
tion of head offices for Bell 
Canada’s Quebec and Ontario 
operations. The final move to 
Toronto's Trinity Square devel- 
opment and the first move to 
the Bell Canada/National Bank 
complex in Montreal are both 
scheduled for spring, 1983. 


Capital expenditures 


$ Millions 
Enhancing productivity 
7400 Other projects aimed at en- 
hancing the productivity and 
profitability of Bell Canada’s 
Operating methods are in the 
1800 planning stages. 


The computer-based TOPS 
system has already revolu- 
tionized the telephone oper- 
ators’ working methods to bet- 
ter suit today’s needs. Bell 
Canada has also drawn on 
computer technology to im- 
prove the efficiency of its direc- 
tory assistance service. Now it 
is planning to improve the 
methodology used by its serv- 
ice representatives in much 
the same way. 

Bell Canada is also looking 
at ways to streamline the 
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. Bell Canada: 
A moving force 
as in the Canadian economy 


working methods of its techni- 
cians, enabling them to keep 
up with today’s changing 
needs and to be prepared to 
tackle those of tomorrow. 


Capital expenditures reduced 


Because of the current 
economic conditions, capital 
expenditures in 1982 were 
lower than planned. Some 
$200 million were cut from 
the original budget. Forecast 
expenditures for 1983 have 
also been reduced, to approx- 
imately $1.2 billion. 

For the time being, Bell 
Canada is involved in a man- 
agement situation that calls for 
making choices and revising, 
delaying, or sometimes even 
eliminating projects while con- 
tinuing to provide a quality of 
service which already exceeds 
most criteria set by the 
regulator. 


7,000 of 
$1 million, and 4,000 are given contracts for amounts up 


The corporation continued to direct business to literally : 
thousands of Canadian companies in 1982, through contracts _ 
for equipment, supplies and services. 

Bell Canada, for example, makes payments of close to $1.5 
billion a year — to almost 6,000 suppliers — making ita — 1 
moving force in the economy as a whole, and in the ee 
~ economies of hundreds of Canadian communities. 
Some $800 million goes to Northern Telecom for major 
items such as switching systems, cable and transmission 


to $100,000. 


and 100 of those suppliers receive contracts 
n Oe = Often many millions; more than 


ugh coherent and demanding pur- 
only met its own needs most effec- 


Still, these economic dif- 
ficult times will not last forever. 
Conditions will improve. Bell 
Canada, for its part, fully in- 
tends to make its contribution 
by continuing to generate 
economic activity, and by 
assuring that, when the 
economy does recover, the 
necessary telecommunica- 
tions systems will be in place 
to support it. 


* Bell Canada provides telecom- 
munications services and facilities 
to some 6,000,000 customers in 
the provinces of Ontario and 
Quebec, and in the Northwest Ter- 
ritories. At year-end, it had some 
56,000 employees. 


dev: lopment of the total 
( ment i in 


Review of activities: 
telecommunications 
operations (continued) 


As the 1982 fiscal year open- 
ed, many observers felt it 
would be a decisive one for 
Bell Canada. 

Some 20 months had pass- 
ed since the CRTC’s interim 
decision — the basis of which 
was maintained in the final 
decision (see box) — to allow 
terminal connection; and the 
time had come for the Cana- 
dian telecommunications 
leader to show how it could 
adapt to an entirely new 
operating environment. 

Bell Canada has met the 
challenge. 


Business communications 
systems 


In the business terminal equip- 


ment market, for example, 
1982 was the year in which 
Bell Canada strongly asserted 
its position as a competitive 
supplier of telecommunica- 
tions goods and services. 


The SL-1 private branch ex- 
change (PBX) has continued 
to gain ground over rival sys- 
tems because of its obvious 
advantages in the area of flexi- 
bility, reliability and overall effi- 
ciency. 

A high-technology product 
which meets all the require- 
ments of modern business, the 
SL-1 is a typical example of the 
benefits of vertical integration. 
It was developed by Bell- 
Northern Research, manufac- 
tured by Northern Telecom 
and first brought to market by 
Bell Canada. The SL-1 is the 
most successful fully digital 
PBX in the world. By year end, 
more than 5,000 SL-1s were 
serving more than two million 
telephone lines in 40 countries. 


Ushering in the future 


Bell Canada is playing an im- 


portant role in ushering in the 
office of the future. One result 
is Envoy 100™, an electronic 
messaging service which at- 
tracted much attention during 
its first full year on the business 
market. As a management 
tool, Envoy 100 allows the 
user to compose, revise, 
transmit and receive messages 
anywhere in Canada. 

As well, Bell Canada pulled 
ahead of its competitors last 
May when it introduced the 
Displayphone™ to the market. 
Displayphone is an integrated 
voice and data system which 
can be used to access or 
transmit data. Users can com- 
municate by phone while at 
the same time viewing in- 
formation displayed on a video 


Meeting the challenges 
of competition 


screen. Information from a 
variety of data bases and text 
messaging services, Such as 
Envoy 100, can be accessed 
by using the conveniently- 
integrated keyboard. 

Teletex service was an- 
nounced in May, 1982 as the 
first business Communications 
system of its kind in North 
America. Teletex ensures 
compatibility between word 
processing systems and elec- 
tronic typewriters the world 
over. An estimated 2,000 
companies are expected to 
use Teletex in its first year of 
service. That number could 
grow to 100,000 by 1990, 
when each user will have ac- 
cess to two million terminals 
worldwide. 


“We plan to maxi- 
mize our share and 
penetration by sup- 
plying the market 
with a wide range 
of top quality 
telecommunica- 
tions products and 
services. “” 


Diane Long 
Director — 
Market Planning 
Bell Canada 


New marketing strategy 


Bell Canada’s marketing 
strategy was also significantly 
altered. 

The number of new prod- 
ucts offered to business was 
increased, and supply sources 
were diversified. Products 
from Mitel and Siemens, such 
as the SX-200, SX-20 and the 
SD-192 PBXs, were added to 
the SL-1, Vantage-12 and 
SL-100 systems manufac- 
tured by Northern Telecom. 

In order to maintain the con- 
fidence of customers faced 
with an increasingly confusing 
range of choices since the in- 
troduction of interconnection, 
Bell Canada increased the in- 
formation content of its adver- 
tising and promotion programs 
and expanded the coverage. 


Terminal connection 


CRTC decision 
dispels uncertainties 


Recognizing staff involve- 
ment as a key factor in this 
new marketing process, Bell 
Canada created special dedi- 
cated sales teams, opened an 
information centre on competi- 
tion, launched a specialized in- 
formation bulletin, perfected 
market research methods, and 
expanded and rationalized the 
workforce. 

In addition, Bell Canada 
established a group exclusively 
responsible for all services — 


market. 


“The new SL-1 
telephones give us 
more working 
room and, since 
the various hotel 
services can be 
accessed directly 
from each room, 
we have more time 
to handle calls to 
the front desk and 
other guest inquiries. ’ 


Sandra Westoff 
Front desk clerk 
Royal York Hotel 


yA 


voice, image and data — it 
provides to large customers 
whose operations are of a 
national scope. 

Bell Canada has already 
demonstrated its excellent 
quality of service, its reason- 
able and clearly competitive 
prices and its unique resources. 
It intends to maintain a prime 
position in the new competitive 


In its November 23, 1982 decision, the CRTC 
confirmed and extended its earlier interim 
ruling of August, 1980 on terminal 
connection. 

The commission upheld the main premise 
of terminal connection — that telecom- 
munications users should have the option of 
buying equipment from independent sup- 
pliers as well as renting such equipment from 
telephone companies. 

But the commission also concluded that 
telephone companies should be allowed to 
sell such equipment without having to go 
through arm’‘s length subsidiaries. 

Nevertheless, the CRTC directed that 
where monopoly and competitive services 
were offered directly by a carrier, the 
commission would continue to oversee the 


rates, terms and conditions for competitive 
offerings. 

Residence telephone customers with in- 
dividual lines will be able to own their primary 
or main telephone sets, in addition to the 
extension telephone, as authorized under the 
interim decision. But the inside wiring will 
continue to be owned by the telephone 
companies. 

The corporation believes the long-awaited 
decision will dispel the uncertainties on the 
future of competition in the terminal market. 
The corporation intends to continue to com- 
pete vigorously in all areas where it can. 

New tariffs were filed by Bell Canada early 
in 1983, and the CRTC decision will become 
effective, through various phases, as the year 
progresses. 


Review of activities: 
telecommunications 
operations (continued) 


“Our objective 

is to build on our 
strengths, to 
develop ways to 
add new capabili- 
ties to the existing 
network, and to in- 
troduce new 
features that will 
make our network 
a better tele- 
communications 
medium than any- 
one else can 

offer. ’’ 


John H. Farrell 
Vice-President 
Computer 
Communications 
Bell Canada 


A fundamental objective of Bell 
Canada has always been to 
make optimal use of its ex- 
isting transmission network by 
finding new uses and applica- 
tions for it. 

In each of the years 1983 
and 1984, Bell Canada will in- 
vest more than $300 million to 
expand its digital switching 
and transmission capability to 
better respond to customer 
needs. 

One of its objectives is to 
improve reliability, increase 
Capacity and reduce costs to 
meet customer needs for 
innovative communications 
services. 


Telephone lines and alarm 
systems 


The year-long trial being con- 


ducted in Montreal and Toron- 
to using existing telephone 
lines to carry alarm signals, 
demonstrates Bell Canada’s 
ability to develop specialized 
Communications services. 
Together with five major 


Keeping ahead of tomorrow's 


requirements 


security companies and the 
Canadian Alarm and Security 
Association, Bell Canada has 
been testing its TELESYS- 
TEMS 100™ service since 
September 21. 

TELESYSTEMS 100 is one 
of the first of a new generation 
of telecommunications serv- 
ices that uses new technology 
on existing transmission facili- 
ties to keep ahead of tomor- 
row in the residence and busi- 
ness sectors. 

Bell Canada is using data- 
above-voice technology on its 
telephone lines to provide the 
communications links in the 
trial. This permits participating 
security companies to monitor 
customers’ alarm systems 
without affecting telephone 
service. When the alarm 


system detects a problem, a 
signal is transmitted over the 
customer's phone line through 
the Bell Canada switching of- 
fices to the security company. 


Teleconferencing 


Teleconferencing in all forms — 
audio, audio-plus and video 

— |s rapidly becoming an 
everyday office communica- 
tions tool. New services con- 
tinue to be developed in all 
sectors, greatly expanding the 
potential of teleconferencing. 
Such services contribute sig- 
nificantly to office productivity 
and result, as well, in time and 
dollar savings through reduced 
travel. 

In 1982, Bell Canada in- 
troduced Conference 200, a 
network-based dial-in or ‘‘meet- 
me’’ audio service. Advances 
in technology will see the 
launching of two new Services 
on a trial basis in 1983. 
Conference 300, a customer- 
dedicated automatic dial-in/ 
dial-out audio service 
incorporating user-controlled 
access and security features; 
and Conference 500, a high 
quality color text/graphics 
service that makes use of 
Telidon technology. 

The next major stage in the 
communications evolution will 
be to build intelligence into the 
network, so that the network 
can provide added functions 
and value to the user. For ex- 
ample, with electronic direc- 
tories, a user could shop 
through the electronic Yellow 
Pages™ for the needed service, 
then simply push a button to 
be connected, leaving the net- 
work to worry about the dial- 
ing, routing, billing and other 
related procedures. 


Network enhancements 


In the next few years, we will 
witness the introduction of 
substantial enhancements to 
the network. 

With the successful launch 
of Anik C3 from the space- 
shuttle late last year, Bell 
Canada is now ready to begin 
introduction of innovative new 
business services capitalizing 
on the huge capacity and flex- 
ibility of Canada’s satellite 
system. 

One system, called the in- 
tegrated satellite business net- 
work (ISBN), will provide new, 
larger Capacity services, in- 
cluding the ability by the 
customer to rearrange his net- 
work to operate more efficient- 
ly, to add new locations or to 
have access to additional 
transmission facilities on re- 
quest. Video conferencing and 
bulk data transfer would also 
become much more feasible. 

Since last July, some 30 in- 
stitutions located in major 
cities throughout Canada have 
been participating in a field trial 
of a service called iNet. iNet is 
an intelligent network capable 
of taking initiatives. It functions 
as a control centre, linking all 
businesses and giving all ter- 
minals easy and efficient 
access to the entire Canadian 
information market. 

A service trial of long 
distance calling between 
Canadian and American cities, 
using the networks of the 
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TransCanada Telephone 
System and MCI Telecom- 
munications Corporation, is 
scheduled to begin on April 1, 
1983. The service provides for 
a monthly fee with a tariff 
reduction for customer-dialed 
calls. Plans are being developed 
for a similar trial within Bell 
Canada’s operating territory in 
the current year. 


Spectrum of technologies 


In summary, Bell Canada is 
using the spectrum of tech- 
nologies, including satellites, 
fibre optics, digital radio and 
copper pairs to move informa- 
tion efficiently from desk to 
desk. It is building intelligence 
into the network to make it 
easy to use and to promote 
ready access to data bases all 
over the world. 

A major portion of Bell 
Canada’s research and de- 
velopment expenditures, 
which totalled $99.5 million in 
1982, is being spent in Support 
of such efforts. 

Bell Canada will continue to 
play a significant role in devel- 
oping the office of the future 
— a goal that will benefit all 
Canadians through enhanced 
productivity and business 
effectiveness. 


““Telesystems 100 
is the forerunner of 
many innovative 
communications 
services Bell 
Canada is develop- 
ing to help the 
alarm industry keep 
ahead of growing 
security require- 
ments. ”’ 


Dennis Hollingshead 
Vice-President and 
General Manager 

Chubb Security Systems 


‘Video conferen- 
cing and other 
teleconferencing 
services offered by 
Bell Canada are 
well appreciated 
by our customers. 
Through such 
services, we can 
move meetings to 
people, rather than 
move people 

to meetings. 


Suzanne Boisvert 
TV conference centre 
receptionist 

Bell Canada 
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Review of activities: 
international contract 
operations 


Corporation has a significant 
role in the development 
of other nations 


On December 13, Bell Canada 
completed its fifth year of the 
operations and management 
contract with the Ministry of 
Post, Telegraph and Telephone 
of the Kingdom of Saudi 
Arabia. 

During those five years, 
Saudi Arabia acquired a tele- 
communications system as 
advanced as any in the world, 
and one which has grown at a 
faster rate than any other. 
More than 2,000 Bell Canada 
managers have worked, at one 
time or another during that 
period, in close association 
with their Saudi counterparts, 
and the total of employees and 
dependents sent from Canada 
to the Kingdom exceeded 
5,000. 

In that time, the number of 
working telephones increased 
to 725,000 from 126,000; 
switching capacity to 
1,100,000 lines from fewer 
than 200,000 lines; interna- 
tional calls to 2,366,000 per 
month from fewer than 


“The telecom- 
munications needs 
of many countries 
throughout the 
world are im- 
mense, and pre- 


sent challenges for 


which we are well 
prepared, thanks 
to the wealth of 
experience and 
know-how of the 
Bell group of com- 
panies. “’ 


Bruce H. Tavner 
Vice-President 
(International) 

Bell Canada 


100,000, and the number of 
public coin telephones to 
3,600 from none. The quality 
of telephone service improved 
dramatically. 

Eight ‘‘telephone towns" 
erected by Bell Canada contain 
work centres, administrative 
Space, housing and places of 
worship and recreation. The 
Riyadh telephone complex 
contains a data centre where 
53 computer systems aid in 
the efficient administration of 
the telecommunications 
system. 

Negotiations for a five-year 
contract are under way. 


Worldwide activities 


Through the marketing efforts 


of Bell Canada International 
(BCI)*, the expertise and 
systems which have earned 
for our corporation an enviable 
international reputation con- 
tinued to be shared with other 
countries throughout the 
world. 

During 1982, BCI was in- 
volved in 55 projects in 28 
countries. 

In October, BCI was award- 
ed a two-year $13 million con- 


tract to assist in a major expan- 
sion and modernization of the 
telephone system of Trinidad 
and Tobago. This work Is being 
Carried out in association with 
Northern Telecom Inter- 
national Limited (NTIL), which 
will provide the required 
switching and transmission 
equipment as well as overall 
project management. 

By early 1983, BCI had more 
than 40 managers at work in 
Trinidad. These managers ad- 
vise their Trinidadian counter- 
parts on all aspects of telecom- 
munications operations, and 
help them develop and imple- 
ment improved operational 
procedures. 


Series of contracts 


Since 1979, BCl has won a 
series of contracts in Iraq to 
supply, install and maintain 
private networks using North- 
ern Telecom SL-1 automatic 
business exchange equipment 


and to train Iraqi technicians 
and engineers in Canada. Dur- 
ing 1982, an average of 15 
Canadians were employed on 
those projects in Iraq. The 
value of the contracts to date 
is more than $40 million. 

During the past year, BCI 
continued to manage the Cana- 
dian International Development 
Agency's Panaftel project in 
Senegal, Mali, Upper Volta, 
Niger and Benin. That four- 
year, five-nation project is to 
establish a microwave net- 
work between Dakar and 
Cotonou. In Cameroon, BCI 
completed a study with recom- 
mendations for the reorganiza- 
tion of that African nation’s 
Ministry of Post and Telecom- 
munications. 

In 1982 BCI also obtained 
new contracts in Venezuela, 
Mexico, Colombia and |n- 
donesia. It continued working 
on a number of projects in the 
U.S. Consulting contracts 
were also carried out in the 
Netherlands, Austria and 
Switzerland. 


World needs offer 
opportunities 


In a recession-ridden world, 
telecommunications is still a 
growth industry. Forecasts in- 
dicate that world telecom- 
munications growth will be 
seven per cent annually during 
the next five years, contrasted 
with less than three per cent 
for worldwide general eco- 
nomic growth. 


The telecommunications 
needs of many countries are 
immense. It is estimated that 
by the beginning of 1986, 
Asia will still have only two 
telephones per 100 population, 
compared with 77 per 100 in 
North America. 

Those needs represent op- 
portunities for our corporation. 
Individually and collectively, 
Our various business enter- 
prises are in a unique position 
to manage telecommunica- 
tions projects anywhere. 

We look forward to increas- 
ing earnings, creating jobs for 
Canadians and contributing to 
a favorable current-account 
balance for Canada while play- 
ing a significant role in the 
development of other nations. 


* Bell Canada-International Manage- 
ment, Research and Consulting 
Ltd. (BCI) is the corporation's 
wholly-owned international con- 
sulting subsidiary, headquartered 
in Ottawa, which also provides 
pre-sale and post-sale support to 
Northern Telecom. 


“Working in other 
countries is a 
worthwhile effort 
which helps others 
achieve what we 
have long taken for 
granted in Canada: 
an efficient tele- 
communications 
system. ” 


James E. Moran 
Supervisor — 

Cable maintenance 

Bell Canada International 


Review of activities: 
manufacturing 
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If Northern Telecom *‘s per- 
formance in 1981 was im- 
pressive, its list of accomplish- 
ments during this past year 
must be seen as one of the 
Canadian industrial success 
stories of 1982. 

Manufacturing revenues in 
1982 rose 18 per cent to 
$2,986.5 million, compared 
with $2,531 million in 1981, 
reflecting substantial growth in 
the United States. 

Northern Telecom's busi- 
ness in Canada was increasingly 
affected by the poor economic 
conditions. Early in the year, 
the effects of the recession 
were evident in a number of 
product areas, including 
subscriber apparatus, cable 
and outside plant, and key tele- 
phone systems. However, as 
the recession deepened, vir- 
tually all sectors of the busi- 
ness, including central office 
switching, were being increas- 
ingly affected. 

Revenues from Bell Canada 
and its telephone subsidiary 


Sales in U.S. spur another 
impressive performance for 
Northern Telecom 


and associated companies 
were $864.8 million in 1982, 
or approximately 29 per cent 
of the total revenues, compar- 
ed with $871.8 million for 1981 
(approximately 34 per cent 

of the total). 


Increasing volume of exports 


While affecting Canadian 
operations, and resulting in 
some reduction of work force 
by attrition, layoffs and early 
retirement, the impact of re- 
duced sales in Canada would 
have been greater had it not 
been for Northern Telecom’s 
increasing volume of exports 
to the United States. 

U.S. revenues were up 
40.7 per cent, compared with 
the 1981 performance. The 
increase was mainly attribut- 
able to strong growth in areas 
such as digital central office 
switches, the SL-1 digital busi- 


“People would be 
surprised to see all 
the different prod- 
ucts which Bell 
Canada buys ina 
single year, from 
Northern Telecom 
and thousands of 
other Canadian 
suppliers. °’ 


Lise Léonard 


Materiel attendant 
Bell Canada 


ness communications system, 
and transmission systems. 
Orders on hand at Decem- 
ber 31, 1982 were $1,173 
million, down $83 million or 
6.6 per cent from the $1,256 
million backlog a year earlier. 
This decline reflects weakened 
order input in the areas of 
Northern Telecom's busi- 
nesses most affected by the 
recession, chiefly in Canada. 


Office systems 


Restructuring of the electronic 
office systems (EOS) organiza- 
tion in the U.S. continued in 
1982, with maximum empha- 
sis placed on new products 
and systems. Operating losses 
in EOS operations, including 
the cost of measures taken to 
improve future performance, 
increased to $98.5 million in 
1982 ($15.7 million in 1981). 

In September, Northern 
Telecom announced the for- 
mation of a new integrated of- 
fice systems (IOS) organization 
to serve the growing demand 
for integrated office systems. 
The IOS organization com- 
prises the former EOS group, 
to be called terminal systems, 
and the business communica- 
tions systems and network 
systems groups, responsible 
for the PBX market, large cor- 
porate networks and specializ- 
ed and resale carriers. |OS is 
expected to be a major con- 
tributor to Northern Telecom’s 
1983 and future growth pros- 
pects. 


Revenues by principal 
products and services 
$ Millions 


@ Switching 
Wire, cable 


and 
outside plant 


Subscriber 
apparatus and 
business 
communications 
and network 
systems 


™) Transmission 


@ Electronic 
office systems 


{© Distribution 


@ Other 
(principally 
research and 
development) 


Capital expenditures increase 


Capital expenditures increased 
20.5 per cent in 1982 to 
$252.6 million from $209.6 
million in 1981. Most of those 
expenditures went to purchase 
new equipment and business 
systems to support Northern 
Telecom's ongoing productivi- 
ty and cost-reduction efforts, 
and to build or expand plants 
to meet the growing demand 
for transmission and business 
products. 

During the past year, North- 
ern Telecom also announced 
the construction of a new 
$37.4 million Bell-Northern 
Research laboratory and a 
$3.5 million facility for its data 
network division, both to be 
built in the city of Nepean, 
near Ottawa. 


Commitment to the future 


As part of its commitment to 
the future, Northern Telecom 
announced, on November 8, a 
$1.2 billlon research and 
development effort for a new 
concept called the OPEN 
World, expected to generate 
billions of dollars in revenue in 
the next five years. 


An extension of the revolu- 
tionary digital telecommunica- 
tions technology that Northern 
Telecom pioneered in the 
1970s, the OPEN World con- 
cept addresses the growing 
need by organizations for im- 
proved management informa- 
tion systems. 

As a result of this concept, 
Northern Telecom will provide 
a planning framework, 
enhancements to its current 
products, and new products to 
address the market. Most of 
the new research and develop- 
ment related to this project will 
be done in Canada. 

Northern Telecom increased 
its net research and develop- 
ment investment nearly 32.9 
per cent in 1982 to $241.4 
million, up from $181.6 million 
in 1981. 


Outlook is optimistic 


The uncertain timing and rate 
of economic recovery around 
the world, and particularly in 
Canada, are going to make 
1983 another challenging year 
for Northern Telecom. 
Nevertheless, thanks to its 
technological leadership and 
increasingly effective market- 
ing strategies, Northern 
Telecom should continue 
achieving substantial revenue 
growth in the U.S. This would 
more than offset the expected 
sharp drop in revenues in 
Canada. As a result, modest 
growth in consolidated re- 
venues Is forecast for 1983. 
The gain in net earnings 
should be substantially higher 
as a result of revenue growth, 
improved margins and a con- 
siderable reduction of the 
losses in EOS operations. 


“Northern Telecom Limited, in 
which our corporation has a ma- 
jority interest, is the largest 
manufacturer of telecommunica- 
tions equipment in Canada and the 
second largest in North America. It 
employs about 35,000 people 
throughout the world and has 49 
manufacturing plants in Canada, 
the U.S., England, the Republic of 
Ireland, Malaysia and Brazil. 


“Northern 
Telecom's success 
in various markets 
today is largely due 
to its research and 
development ven- 
tures of yesterday. 
Tomorrow’ s suc- 
cess will just as 
well depend on to- 
day’s efforts, and 
I’m part of it.” 
Gordon Wan 
Technologist 


Bell-Northern 
Research 


Review of activities: 
other subsidiaries 


The Bell group is a complex 
operation of more than 80 
companies. The main areas of 
activities have been described 
and reviewed in the previous 
pages of this report. 

In addition, the corporation 
is involved in various provin- 
cially regulated telecommuni- 
cations operations through 
total or part ownership, and is 
part owner (24.6 per cent) of 
Telesat Canada. 

It is also involved in printing, 
publishing and related fields, 
as well as in the sale of non- 
regulated telecommunications 
equipment, through Bell Canada 
Enterprises Inc. * 


Telephone directory 
advertising 


The current Bell Canada Enter- 
prises is one of the most ad- 
vanced and innovative interna- 
tional directory organizations. 
Its telephone directory adver- 
tising activities are conducted 
in Canada through Tele-Direct 
(Publications) Inc., in the U.S. 
through National Telephone 
Directory Corporation, and in 
Australia through a 49 per cent 
owned associate company, 
Edward H. O’Brien Pty. Limited. 


“This massive 
custom-designed 
press is capable of 
printing 144 direc- 
tory pages simul- 
taneously. It’s all 
part of our plan to 
remain in the fore- 
front of technology 
in our industry. “’ 


William Cook 
Press operator 
Ronalds-Federated 
Limited 
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Under contract with various 
telephone companies, it pro- 
vides a wide variety of services 
ranging from the sale of adver- 
tising to the publishing, print- 
ing and distribution of white 
pages and Yellow Pages™ 
directories. 


Largest commercial printer 


Bell Canada Enterprises is one 
of Canada’s largest commer- 
cial printers through its interest 
in Ronalds-Federated Limited. 
It is engaged in the production 
of packaging, directories, 
magazines, bank cheques, 
books and a variety of other 
general commercial printing. 
Ronalds-Federated operates 
15 plants across Canada. 

In 1982, Ronalds-Federated 
acquired the net assets and 
business of Alphatext, pro- 
viding the company with 


Subsidiaries are involved in 
providing a broad range 
of products and services 


added expertise in electronic 
publishing services. 


Marketing organization 


Bell Communications Systems 
Inc. (BCSI), a wholly-owned 
subsidiary of Bell Canada 
Enterprises, Is a full service 
marketing organization engag- 
ed in the sale, engineering, in- 
stallation and maintenance of 

a complete range of intercon- 
nect telephone systems for the 
business community. Its prod- 
uct line includes systems from 
well-known Canadian and inter- 
national manufacturers such 

as Northern Telecom, Siemens, 
ITT, Mitel and Toshiba. 

In 1982, the company ac- 
quired Commercial Telephone 
Systems Ltd., a British Colum- 
bia-based interconnect 
company. 


Other activities 


During the year, Bell Canada 
Enterprises acquired a 95.6 
per cent interest in Comac 
Communications Limited, 
Canada’s second largest 
publisher of consumer maga- 
zines. Comac’s publications 


— Homemaker’s Magazine, 
Madame au Foyer, Quest, 
City Woman and Western 
Living — have a combined 
readership of over five million 
from coast to coast. 

Other activities of Bell 
Canada Enterprises include 
list brokerage and publishing 
of trade periodicals. 


* Bell Canada Enterprises Inc., 
formerly Tele-Direct Ltd., isa 
wholly-owned subsidiary of the 
corporation. The change in name 
became effective on June 22, in 
anticipation of Bell Canada’s pro- 
posed reorganization plan first an- 
nounced on June 23 and currently 
under review by the CRTC. Under 
the plan, the existing Bell Canada 
Enterprises would become the 
new parent company of the Bell 


group. 
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Management’s 
Responsibility for 
Financial Statements 


Auditors’ Report 


The accompanying consolidated financial statements of Bell Canada and its subsidiaries and 
all information in this Annual Report are the responsibility of management and have been 
approved by the Board of Directors. 


The financial statements have been prepared by management in conformity with Canadian 
generally accepted accounting principles. The financial statements include some amounts 
that are based on best estimates and judgments. Financial information used elsewhere in 
the Annual Report is consistent with that in the financial statements. 


Management, to meet its responsibility for the integrity and objectivity of data in the financial 
statements, has developed and maintains a system of internal accounting controls and sup- 
ports an extensive program of internal audits. Management believes that this system of inter- 
nal accounting controls provides reasonable assurance that financial records are reliable and 
form a proper basis for preparation of financial statements and that assets are properly 
accounted for and safeguarded. The internal accounting control process includes manage- 
ment’s communication to employees of policies which govern ethical business conduct. 


The Board of Directors carries out its responsibility for the financial statements in this Annual 
Report principally through its Audit Committee, consisting solely of outside directors. The 
internal and the Shareholders’ auditors have full access to the Audit Committee, with and 
without management being present. 


These financial statements have been examined by the Shareholders’ auditors, Touche Ross 
& Co., Chartered Accountants, and their report is shown below. 


G.L. Henthorn 
Vice-President & Comptroller 


The Shareholders, Bell Canada 


We have examined the consolidated balance sheets of Bell Canada and subsidiaries as at 
December 31, 1982 and 1981 and the consolidated statements of income, retained earn- 
ings, premium on capital stock and changes in financial position for each of the three years in 
the period ended December 31, 1982. Our examinations were made in accordance with 
generally accepted auditing standards, and accordingly included such tests and other pro- 
cedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of 
the corporation as at December 31, 1982 and1981 and the results of its operations and the 
changes in its financial position for each of the three years in the period ended December 31, 
1982 In accordance with Canadian generally accepted accounting principles applied on a 
consistent basis. 


Touche Ross & Co. 
Chartered Accountants 


Montreal, Quebec 
February 9, 1983 
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Income 

Statement 


For the years ended December 31 1982 1981 1980 
Millions of dollars 


Telecommunications operations Operating revenues 


Local service S2°136,0 $1,918.3 $1,625.8 

Long distance service 2276.6 1,972.0 1,624.8 

Miscellaneous — net TBS 144.8 115.6 

Total operating revenues 4,570.1 4,035.1 3,306,2 

Operating expenses Sipehetei 7 2,942.9 2,497.6 

Net revenues — telecommunications operations 1181.9 1,092.2 868.6 

Manufacturing operations Revenues (note 1) 2,986.5 2,531.0 2,018.5 
Cost of revenues 2,066.6 17803:3 oor 

Selling, general, administrative and other expenses 701.6 540.3 482.4 

2,768.2 2,343.6 19977 

Net revenues — manufacturing operations 218.3 187.4 20.8 

Contract and other operations Operating revenues 854.7 823.8 652.3 
Operating expenses 673.7 647.4 516.7 

Net revenues — contract and other operations 181.0 176.4 135.6 


Total net revenues 158122 1,456.0 1,025.0 


Other income 


Allowance for funds used during construction 38.5 Zon 20.2 
Equity in net income of associated companies 
(note 2) 2308 19.9 Dales 

Miscellaneous — net 61.0 55.3 Sie 
Total other income 122.8 100.3 2], 
Interest charges 

Interest on long term debt (note 3) 415.3 396.3 Shee? 

Other interest 36:3 44.6 39.5 
Total interest charges 451.6 440.9 358:7 
Income before underlisted items 1,252.4 fleall apteiyat 739.0 
Unrealized foreign currency losses (notes 1 and 1 7) 14.2 11.5 Abies 
Income before income taxes, minority interest and 

extraordinary items W2a082 1,103.9 VOTE 
Income taxes (notes 3 and 4) 538.7 491.1 Sb 
Income before minority interest and 

extraordinary items 699.5 612.8 360.5 
Minority interest ve ee 62.1 (Siz) 
Income before extraordinary items 622.2 550.7 3863W/ 
Extraordinary items (note 5) 3.9 8.7 (90.0) 
Net income (note 1 7) 626.1 559.4 DIS 
Dividends on preferred shares 56.4 35.4 38.2 
Net income applicable to common shares $569.7 3° 524.0 22 2a5;5 


Earnings per common share* (notes 6 and 1 7) 


before extraordinary items $3.1] $2.97 $2.00 
after extraordinary items $3.13 $3.02 $1.45 
Assuming full dilution 
before extraordinary items $3.03 $2.89 $1.98 
after extraordinary items $3.05 $2.94 $1.45 
Dividends declared per common share $1.99 $1.84 $1.68 
*Based on weighted average common shares 
outstanding (thousands) 181,916 173,586 162,762 


The important differences between Canadian and United States generally accepted accounting prin- 
ciples affecting the consolidated income statement are described and reconciled in note 17. 
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Balance 
Sheet 


Telecommunications property 
— at cost (note 7) 


Manufacturing and other property 
— at cost (note 7) 


Investments 


Current assets 


Other assets 
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As at December 31 1982 
Assets 

Buildings, plant and equipment $12,990.4 
Less: Accumulated depreciation 4,024.7 
8,965.7 
Land 89.1 
Plant under construction 389.0 
Material and supplies 69.0 
9,512.8 
Buildings, plant and equipment 1,240.6 
Less: Accumulated depreciation 577.4 
663.2 
Land 29.7 
692.9 
10,205.7 

Associated companies and non-consolidated 
subsidiaries — at equity (note 1) 567.0 
Other 10.5 
S775 


Cash and temporary cash investments — 

at cost (approximates market) 278.6 
Accounts receivable — principally from customers 

including $5.4 (1981 — $7.5) from associated 

companies, and less $34.8 (1981 — $16.0) for 


provision for uncollectibles 1,294.4 
Inventories (note 8) 607.8 
Other (principally prepaid expenses) MASS 

2,290u7 
Long term receivables 45 
Deferred charges — unrealized foreign currency losses, less amortization 173.2 
— other 74.3 

Cost of shares in subsidiaries in excess of underlying 
net assets, less amortization (note 1) 42.9 
341.9 
Total assets $13,421.8 


On behalf of the Board of Directors: 


Marcel Bélanger, 
Director 


John H. Moore, 
Director 
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Consolidated 


1981 


Millions of dollars 


$11,870.6 
3,648.9 


82217 
85.4 
398.7 
115/68 


8,821.6 


1,068.6 
456.5 


Ot24 
27.1 


639.2 
9,460.8 


487.8 
6.7 


494.5 


198.9 


1,274.0 
642.9 
83.1 


2,198.9 


29.0 
13a 
ROWS 


36.2 
297.8 
$12,452.0 


Share capital authorized 
(note 9) 


Common shareholders’ equity 


Convertible preferred shares 
(redeemable) (note 11) 


Non-convertible preferred shares 
(redeemable) (note 11) 


Minority interest in subsidiary 
companies 


Long term debt (including 
unrealized foreign currency 
losses) (note 12) 


Current liabilities 


Deferred credits 


Commitments and contingent 
liabilities (notes 7, 12 and 15) 


As at December 31 1982 


1981 


Millions of dollars 


Liabilities and Shareholders’ Equity 


Stated capital of common shares (note 10) Soda Sia 7 OL@ 
Premium on capital stock (note 10) 1 OBSss 1,005.2 
Retained earnings 1,577.6 Sioned 
4;255.2 3,859.3 

AD2e3 258.2 

100.1 103.4 

Preferred shares S753 27.9 
Common shares 489.6 419.3 
526.9 447.2 

4,703.3 4,539.5 

Accounts payable 1,067.6 898.4 
Advanced billing and payments 104.0 83.1 
Dividends payable 107.0 SoZ 
Taxes accrued 163.1 186.8 
Interest accrued 106.6 105.8 
Debt due within one year (note 13) 1993 Chevane) 
eV ARS eS 

Income taxes 1,439.9 1,331.6 
Other 226.5 191.0 
1,666.4 1,522.6 

Total liabilities and shareholders’ equity $13,421.8 $12,452.0 


G.L. Henthorn 
Vice-President & Comptroller 
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Consolidated 
Statement of Premium 
on Capital Stock 

(note 10) 


Consolidated 
Statement of 
Retained Earnings 


aa 


For the years ended December 31 


Balance at beginning of year 


Premium on common shares issued 
Under the Shareholder Dividend 
Reinvestment and Stock Purchase Plan 
Under the Employees’ Savings Plan (1966) 
Upon conversion of preferred shares 
Under the optional Stock Dividend 
Program 


Balance at end of year 


For the years ended December 31 


Balance at beginning of year 
Transfer from contributed surplus 


Net income 
Excess of stated capital over cost of preferred 
shares purchased for cancellation (note 11) 


Deduct: 
Dividends 
Preferred shares 
Common shares 


Expenses of issues of share capital 


Balance at end of year 


1982 1981 1980 
Millions of dollars 

$1,005.2 $ 898.1 $ 807.8 
17.6 46.7 46.2 

— 4.1 4.0 

ey 51.6 Soe 

3.0) 47 i 

28.3 107.1 90.3 
$1,033.5 $1,005.2 $ 898.1 
1982 1981 1980 
Millions of doilars 

$1,359.8 $1,155.7 $1,198.4 
15:3 15/3 15:5 

PAS Pho LAF RO peat | 
626.1 559.4 LI 37 
1.0 1.0 3 
2,002.2 M7Stue 1,487.7 
56.4 35.4 38.2 
363.4 320.6 274.9 
419.8 356.0 31g 
48 3 3.6 
4246 356.3 316.7 
SOF cb 31,070. $1171.60 
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Consolidated 
Statement of Changes 
in Financial Position 


For the years ended December 31 1982 1981 1980 
Millions of dollars 


Sources of cash 


Operations Income before extraordinary items SP .Oe202 91 550.7 2) GO0.7 
Add expenses not requiring cash 
Depreciation 976.1 804.6 Vis Pare 
Deferred income taxes 108.3 128.1 129.6 
Other items 101.0 29.0 (23 57) 
Deduct income not providing cash 
Allowance for funds used during construction (38.5) (25.1) (20.2) 
Equity earnings in non-consolidated finance 
subsidiaries (69.6) (58.2) (58.2) 
Extraordinary items 3.9 — (57.4) 
Total cash from operations 1 AOGL4 1,429.1 1,066.1 
Changes in working capital (Increase) in accounts receivable (20.4) (21-2:7) (1.2) 
(Increase) decrease in inventories O05: 1 (68.5) (81.9) 
(Increase) decrease in other current assets (32.8) 25.9 (22.4) 
Increase in accounts payable 149.9 100.1 224.6 
Increase in advanced billing and payments 20.9 iis 1074 7G 
Increase in dividends payable 11.8 10.1 W255 
Increase (decrease) in taxes accrued 2307) 149.4 (36.0) 
Increase in interest accrued 8 6.9 20.0 
Cash provided by changes in working capital 141.6 24.9 OZkO 
External financing Proceeds from long term debt 134.7 460.1 767.9 


Issue of common shares 
under the Dividend Reinvestment and 


Stock Purchase Plan 104.8 86.9 83.0 
under the optional Stock Dividend Program itis Sur 1.5 
upon conversion of convertible preferred shares 67.8 B19 TVA 

Proceeds from issue of preferred shares 2029) _ 196.8 
Proceeds from issues of shares by subsidiaries to 
minority shareholders he Ne 5.8 13.4 
Increase (decrease) in 
notes payable and bank advances (61.1) US Man) 15g 
due to non-consolidated finance subsidiaries 677 51.0 (13.0) 
Dividend from a non-consolidated finance 
subsidiary a 69:7 “ts 
Cay AU GR 6) 741.6 EIsS6:6 
Miscellaneous S15 78.9 20.9 
Total sources of cash 2,504.1 22705 235612 
Application of cash 
Capital expenditures (net) 1,706.1 1,708.4 562.2 
Investments TQ 8.6 ORs 
Repayment of long term debt 196.0 172.4 220.9 
Conversion of preferred shares 67.8 Si i ie 
Dividends declared by 
Bell Canada 419.8 356.0 ee 
Subsidiaries to minority shareholders 22.0 20.8 19.9 
Total application of cash 2,424.4 PBC 8 Nd 2222.9 
Cash and temporary 
cash investments 
Increase (decrease) 197 (79.2) 1333 
At beginning of year 198.9 278.1 144.8 
At end of year >. 278.6 °° 198.9 Se 7 a 
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Notes to Consolidated 
Financial Statements 


1. Accounting policies 
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The financial statements have been prepared in accordance with Canadian generally 
accepted accounting principles and all figures are in Canadian dollars. These statements 
conform in all material respects with International Accounting Standards. On the 

statements of changes in financial position, the amounts reported for 1981 and 1980 
were reclassified to conform with the presentation adopted in 1982. With respect to the con- 
solidated financial statements of Bell Canada and its subsidiary companies, the important 
differences between Canadian and United States generally accepted accounting principles 
are described and reconciled in note 17. 


Bell Canada and its telephone subsidiary and associated companies are subject to regulation, 
including examination of accounting practices, by their respective regulatory authorities. 


Consolidation 

The consolidated financial statements include the accounts of all, directly or indirectly, 
majority-owned subsidiaries except for finance subsidiaries of Northern Telecom Limited. 
These non-consolidated finance subsidiaries and the investments in associated companies 
(50% or less, and 20% or more) are accounted for by the equity method. The finance sub- 
sidiaries are not consolidated as their business is fundamentally different from that of the 
consolidated group (see note 3). 


The associated companies of Bell Canada and its subsidiaries at December 31, 1982 were 
Maritime Telegraph and Telephone Company, Limited(1), The New Brunswick Telephone 
Company, Limited, Telesat Canada, Sotel Inc., Edward H. O’Brien Pty. Limited and Johnson 
& Bloy Canada Inc. 


The companies in which Bell Canada had a direct investment of more than 50% of the com- 
mon shares outstanding at December 31, 1982 were: 


% 


Northern Telecom Limited 55.4 
Newfoundland Telephone Company Limited 62:3 
Northern Telephone Limited $9.8 
Télébec Ltée 100 
Bell Canada Enterprises Inc. (formerly Tele-Direct Ltd.) 100 
The Capital Telephone Company Limited 100 
The North American Telegraph Company 100 
Bell Canada — International Management, Research and Consulting Ltd. 100 


The excess of cost of shares over acquired equity (goodwill) is being amortized to earnings 
over periods not exceeding forty years. Such amortization amounted to $1.5 million in 1982 
($2.8 — 1981, $2.8 — 1980). In addition, $89.4 million representing the unamortized 

excess Of cost of shares over acquired equity, related to the acquisition of Sycor, Inc. and 
Data 100 Corporation, was fully written off in 1980 (see note 5). 


Bell Canada’s summarized income statement, balance sheet and statement of changes in 
financial position on a non-consolidated basis, are presented on pages 38 to 40. 


Manufacturing revenues comprise: 


1982 1981 1980 
Millions of dollars 
Revenues from: 

BellCanada - $ 796.9 $ 794.6 $ 630.9 

Telephone subsidiary and 
associated companies of Bell Canada 67.9 772 65:8 
Sub-total 864.8 871.8 686.2 
Revenues from others Deeg, 1,659.2 Ae3e2rs 
Total revenues $2,986.5 $2,531.0 $2,018.5 


Telecommunications equipment purchased by Bell Canada and its telephone subsidiaries 
from Northern Telecom Limited and its subsidiaries is reflected in the consolidated balance 
sheet at cost to the purchasing companies and is included in Manufacturing revenues in the 
consolidated income statement. To the extent that any income related to these revenues and 
those from associated companies has not been offset by depreciation or other operating 


(1) At December 31, 1982, Bell Canada was the registered owner of 2,172,200 or 33.8% of the 
outstanding common shares of Maritime Telegraph and Telephone Company, Limited; however, 
under a statute passed by the Legislature of Nova Scotia, not more than 1,000 shares may be 
voted by any one shareholder. 


= LLL AL aaa TTS ca ie Le Ne Se ee a oe eee ee en 


Ue Accounting policies Consolidation (continued) 

(continued) expenses, It remains in consolidated retained earnings and consolidated income. This prac- 
tice is generally followed in regulated industries. All other significant intercompany transac- 
tions have been eliminated in the consolidated financial statements. 


Depreciation 
Depreciation is computed on the straight line method using rates based on the estimated 
useful lives of the assets. 


When depreciable telecommunications property is retired, the amount at which such proper- 
ty has been carried in Telecommunications property is charged to Accumulated depreciation. 


Depreciation expense, including amortization of property held under capital leases, for the 
year ended December 31, 1982 was $976.1 million ($804.6 — 1981, $732.3 — 1980) and the 
composite rate was 7.21% (6.55% — 1981, 6.64% — 1980). 


Research and development 
All research and development costs incurred, which amounted to $341.0 million 
($256.3 — 1981, $197.3 — 1980), were charged to income. 


Translation of foreign currencies 

Current assets (excluding inventories and prepaid expenses), current liabilities and long term 
monetary assets and liabilities are translated at the rates in effect at the balance sheet date, 
whereas other assets (including inventories and prepaid expenses) and other liabilities are 
translated at rates prevailing at the respective transaction dates. Revenues and expenses are 
translated at average rates prevailing during the year except for cost of inventories used, 
depreciation and amortization which are translated at rates prevailing when the related 
assets were manufactured or acquired. Currency gains and losses are reflected in net income 
of the year except for unrealized foreign currency gains and losses on long term monetary 
assets and liabilities which are amortized over the remaining lives of the related items. 

In 1982, unrealized foreign currency losses charged to income were $14.2 million 

($11.5 — 1981, $11.3 — 1980), consisting of the amortization of $21.0 million 

($13.0 — 1981, $11.2 — 1980) of foreign currency losses on long term debt and gains of 

$6.8 million ($1.5 — 1981, losses of $.1 - 1980) on the translation of foreign currency financial 
statements and net assets denominated in foreign currencies. 


Leases 

Leases are classified as capital or operating leases. Assets recorded under capital leases are 
amortized on a straight line method using rates based on the estimated useful life of the asset 
or based on the lease term as appropriate. Obligations recorded under capital leases are 
reduced by rental payments net of imputed interest. 


Inventories 

Inventories are valued at the lower of cost (calculated generally on a first-in, first-out basis) 
and net realizable value. The cost of finished goods and work-in-process inventories is com- 
prised of material, labour and manufacturing overhead. 


Allowance for funds used during construction 

Regulatory authorities require the telephone companies to provide for a return on capital in- 
vested in new telephone plant while under construction by including an allowance for funds 
used during construction as an item of income during the construction period and also as an 
addition to the cost of the plant constructed. Such income Is not realized in cash currently but 
will be realized over the service life of the plant. 


Contract operations 

Bell Canada provides consulting services under contract to clients, principally foreign 
telecommunications organizations. The accounting method generally known as percentage- 
of-completion is used in the determination of net income for such operations. 


Income taxes ; 
Bell Canada and its subsidiaries use the tax allocation basis of accounting for income taxes. 


At December 31, 1982 foreign subsidiaries of Northern Telecom had tax loss carry-forwards 
for accounting purposes of $100.1 million, on which tax effects have not been recognized in 
the accounts and are available to reduce taxable income in future years. Of the total, $86.7 
million will expire in 1995, while $13.4 million can be carried forward indefinitely. 
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2. Equity in net income of 
associated companies 


3. Non-consolidated finance 
subsidiaries 


4. Income taxes 
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This item represents the share of net income of companies accounted for by the equity 
method, except for the finance subsidiaries (see note 3). 


The dividends received from associated companies amounted to $13.0 million 
($12.2 — 1981, $12.5 — 1980). 


Income from operations of the finance subsidiaries of Northern Telecom Limited reduces 
consolidated interest on long term debt; unrealized foreign currency gains or losses and in- 
come taxes are included in the respective captions of the consolidated income statement. 
The following is a summary of the combined financial data of these companies: 


1982 1981 1980 

Millions of dollars 

Income $ 80.1 $108.1 $ 65.1 
Interest expense (4.0) (11.6) (2.2) 
Other expenses (7.1) (26.4) (1.9) 
Income from operations 69.0 70.1 61.0 
Unrealized foreign currency gains 12.6 us 6.0 
Income taxes (12.0) (12.1) (8.8) 


Net income $ 69.6 Si perz Subo.2 


Dec. 31, 1982 Dec. 31, 1981 
Total assets $584.4 $409.9 
Total liabilities $161.8 $256.9 
Shareholders’ equity $422.6 $353.0 


A reconciliation of the statutory income tax rate in Canada to the effective income tax rate 
is as follows: 


1982 1981 1980 
Statutory income tax rate 49.5% 51.2% 51.1% 
i) Allowance for funds used during construction, 
net of applicable depreciation adjustment (1.1) (.7) (.8) 
ii) Reduction of Canadian Federal taxes applicable 
to manufacturing profits (.3) (.2) (.4) 
iii) Equity in net income of associated companies (.9) (.9) (1:5) 
iv) Tax incentives on research and 
development expenditures (1.5) (2.0) (3.0) 
v) Inventory credit (.3) (.3) (.5) 
vi) Difference between Canadian statutory rates 
and those applicable to foreign subsidiaries (2.5) (3.4) (4:3)4 
vil) Effect of losses of foreign subsidiaries 
not recognized a 1.0 9:2 
vili) Other NS: (2) af 
Effective income tax rate 43.5% 44.5% 50.5% 
Details of the corporation’s income taxes are as follows: 
1982 1981 1980 


Millions of dollars 


Income before income taxes, minority interest 
and extraordinary items 


Canadian $ 958.8 Si Or Osr $718.8 

Foreign 279.4 PS KW 8.9 
Total income before income taxes, minority 

interest and extraordinary items 31,2882 S1,103.9 S720r 
Income taxes 

Canadian Sey tO) $ 418.6 $348.4 

Foreign 85.7 VPage: 18.8 
Total income taxes $)) 63877. $ 491.1 $367.2 
Income taxes 

Current $ 430.4 $1. 350.3 $270.3 

Deferred . 108.3 eZ Sal 12925 

Tax effect of operating loss of foreign 

subsidiaries = a (32:6) 

Total income taxes PU DSO $ 491.1 $367.2 


Deferred income taxes result principally from deductions for tax purposes, in respect of 
plant, being in excess of amounts currently charged to operations. 
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5. Extraordinary items 1982 1981 1980 
Millions of dollars 


i) Reduction of income taxes, net of minority in- 
terest of $3.1 million, arising from the utilization 
of prior years’ tax losses of a subsidiary of 
Northern Telecom Limited ($0.02 per common 
share). $3.9 $ — Sok 
ii) Gain (net of income taxes of $19.9 million ; 
and minority interest of $7.3 million) resulting 
from the sale of investment in Intersil, Inc. by 
Northern Telecom Limited ($0.05 per common 
share). — 8.7 —_ 
ili) Write-offs by Northern Telecom of $163.8 
million relating to companies (Sycor, Inc. and 
Data 100) acquired in 1978 by Northern 
Telecom which have had unsatisfactory 
Operating performance. These write-offs consist 
of a) $106.4 million of unamortized goodwill and 
technology investments and b) $57.4 million 
(net of income taxes of $3.2 million) relating to 
the discontinuance of certain elements of the 
electronic office systems business ($0.55 per 
common share). These write-offs are before 


deduction of minority interest of $73.8 million. — — (90.0) 
$3.9 $8.7 $(90.0) 
6. Earnings per Earnings per common share are based on weighted average shares outstanding. For the 
common share computation of the earnings per share, assuming full dilution, the dividends on convertible 


preferred shares have been added back to income. 


7. Leases Telecommunications property and Manufacturing and other property include property 
recorded under capital leases as follows: 


Dec. 31, 1982 Dec. 31, 1981 
Millions of dollars 


Telecommunications property 


Buildings, plant and equipment $36.2 eS) 
Less: Accumulated depreciation 14.9 13.6 
Ziles 23.9 

Land 3.4 3.4 
$24.7 $27.3 

Manufacturing and other property 

Buildings, plant and equipment $28.3 $33.7 
Less: Accumulated depreciation 9.2 10.4 
$19.1 $23.3 


The future minimum lease payments under capital leases, and operating leases that have 
initial non-cancellable lease terms in excess of one year as of December 31, 1982, are as 


follows: 
Capital Operating 
leases leases 
Millions of dollars 
1983 S18 $ 90.2 
1984 Ty 57.0 
1985 10.9 ro 
1986 10.4 Zab 
1987 8.9 14.8 
Thereafter 62.6 52.5 
Total future minimum lease payments eon $268.4 
Less: Estimated executory costs DAS 
Net minimum lease payments 88.8 
Less: Imputed interest 40.0 
Present value of net minimum lease payments $ 48.8 


Rental expense applicable to operating leases for the year 1982 was $153.0 million 
($133.3 — 1981, $121.6 — 1980). 
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8. Inventories 


9. Share capital authorized 


10. Common shares 
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Dec. 31, 1982 Dec. 31, 1981 
Millions of dollars 


Raw materials — $208.8 $155.3 
Work-in-process 228A 260.4 
Finished goods 170:9 22ikz 


$607.8 $642.9 . 


Subject to a limit of $5,000 million on the aggregate amount of the stated capital accounts of 
Bell Canada, the classes and any maximum number of shares that Bell Canada is authorized 
to issue are as follows: 


(a) common shares 


(b) 14 classes of preferred shares issuable in series subject to a limit of $1,713 million on the 
aggregate amount of the stated capital accounts in respect of such classes. 


Effective April 21, 1982, Bell Canada was continued under the Canada Business Corporations 
Act. Prior to that date, capital stock authorized was $5,000 million, consisting of common 
shares of the par value of $81/3 each and classes of preferred shares with par value subject to 
a limit of $1,713 million. Shares outstanding (preferred and common) on the effective date 
became shares without par value with a stated capital equal to the former par value. The full 
amount of the consideration received for shares issued since April 21, 1982 is added to the 
stated capital accounts. 


Dec. 31, 1982 Dec. 31, 1981 
Number of Number of 
shares Stated capital shares Stated capital 
Outstanding 187,681,334 $1,644.1 million 177,480,915 $1,479.0 million 


Number of common shares issued during the last three years are as follows: 


1982 1981 1980 
For cash 
Under the Shareholder Dividend 
Reinvestment and Stock Purchase Plan 5 507,933 4,856,378 4,450,054 
Under the Employees’ Savings Plan (1966) 585,410 542,367 469,886 
Upon conversion of preferred shares 3,509,399 4,309,345 3,022,103 
Under the optional Stock Dividend Program ™* 597,677 470,085 82,993 


10,200,419 TOTVZSEMTS 8,825,036 


“Under the optional Stock Dividend Program, which became effective with the quarterly common divi- 
dend paid on October 15, 1980, shareholders may elect to receive dividends on common shares in the 
form of additional common shares. 


Common shares reserved at December 31, 1982 — 40,911,284: 
14,400,707 shares for issuance under the Shareholder Dividend Reinvestment and Stock 
Purchase Plan. 
1,575,610 shares for issuance under the Employees’ Savings Plan (1966). 
21,085,722 shares for issuance upon conversion of all convertible preferred shares. 
3,849,245 shares for issuance under the optional Stock Dividend Program. 


Premium on capital stock represents the consideration received in excess of the then par 
value of common shares issued before the corporation was continued under the Canada 
Business Corporations Act on April 21, 1982. 
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11. Preferred shares 


Dec. 31, 1982 Dec. 31, 1981 
Dollars in millions 
Number of Stated Number of Stated 
Outstanding shares capital shares capital 
Convertible preferred shares $3.20 shares ; 
(redeemable) (stated capital of $47 per share) —_ $= 67,772 as 9 
$3.34 shares, class B, series B 
(stated capital of $52 per share) — _ 52,653 28 
$4.23 shares, class C, series D 
(stated capital of $47 per share) — = 66,575 ou 
$2.28 shares, class C, series E 
(stated capital of $25 per share) — — 348,889 Buy, 
$1.96 shares, class D, series G 
(stated capital of $25 per share) 792,202 19.8 1,621,067 40.5 
$2.05 shares, class E, series H 
(stated capital of $20 per share) 8,312,381 166.3 9,993,567 199.9 
$2.70 shares, class E, series | 
(stated capital of $20 per share) 11,812,400 2502 — ain 


Aggregate stated capital of 
outstanding convertible 
preferred shares $422.3 $258.2 


Non-convertible preferred shares $2.25 shares, class B, series C 


1,292,000 $4) 8Oi7 


(redeemable) (stated capital of $30 per share) 1,241,000 oOo 
$1.80 shares, class B, series F 
(stated capital of $20 per share) S47 SOO 62.8 3,233,800 64.7 


Aggregate stated capital of 
outstanding non-convertible 
preferred shares $100.1 $103.4 


During the three year period ended December 31, 1982, Bell Canada sold 11,812,500 
$2.70 preferred shares in 1982 and also 10,000,000 $2.05 preferred shares in 1980. 


The $3.20 preferred shares were convertible into common shares until February 1, 1982. At 
that date, 1,980,116 shares had been converted. Shares not converted at February 1, t982 
(19,884) were redeemed on August 1, 1982 at $47 per share. 


The $3.34 preferred shares were convertible into common shares until August 1, 1983. 
At August 13, 1982, 1,976,688 shares had been converted. Shares not converted at that date 
(23,312) were redeemed on August 15, 1982 at $52.50 per share. 


The $4.23 preferred shares were convertible into common shares until December 1, 1986. 
At August 31, 1982, 1,985,960 shares had been converted. Shares not converted at that date 
(14,040) were redeemed on September 1, 1982 at $50.30 per share. 


The $2.28 preferred shares were convertible into common shares until July 2, 1987. 
At October 1, 1982, 4,939,232 shares had been converted. Shares not converted at that date 
(60,768) were redeemed on October 2, 1982 at $26.65 per share. 


rene eee eae 
I en ee EEE EIEN Inn 


11. Preferred shares Following is a brief summary of the material characteristics of the preferred shares: 
(continued) Preferred 
to common Number of shares Purchase 
Redeemable at conversion Conver- converted at fund require- 
Bell Canada’s option basis tibleto Dec. 31, 1982 ments (e) 
Convertible(a) $1.96 For partial redemption, 
shares on May 1, 1984 at 6,207,798 Quarterly 
$26.50 per share to May 1, including 87,500 
1985 and at reducing 1982— 828,865 shares 
amounts thereafter to 1 for May 1, (1981 — 3,158,199) | commencing 
$25 after May 1, 1990. (b) E213 1990 (1980—1,568,286) in 1986 (1) 
$2.05 OnApril 15, 1986 at 1,687,619 Quarterly 
shares $21.50 per share to April 15, including 125,000 
1987 and at reducing amounts 1982 — 1,681,186 shares 
thereafter to $20 after Apr. 15, (1981 — 4,521) © commencing 
April 15, 1992. (c) 1 for 1 1992 (1980 — 1,912) in 1988 (1) 


$2.70 OnMarch 15, 1988 at 
shares $21.20 per share to March 15, 


1989 and at reducing 

amounts thereafter to $20 Mar. 15, 100 

after March 15, 1992. (d) 1 for 1 1992 = Allin 1982 (2) 
Non-convertible(a) S225 vOMmOctsatlSSsiat 

shares $31.50 per share to Oct. 1, 

1988 and at reducing Annually 

amounts thereafter to 51,000 

$30 after Oct. 1, 2003. — — — shares (1) 


$1.80 On Oct. 2, 1986 at 
shares $21.20 per share to Oct. 2, 


1991 and at reducing Quarterly 
amounts thereafter to 26,250 
$20 after Oct. 2, 2006. — — _ shares (1) 


(a) The preferred shareholders are entitled to cumulative dividends at the respective rates set out in the 
titles of each issue and have one vote per share. 

(b) Since less than 1,050,000 $1.96 preferred shares remain outstanding, Bell Canada may redeem all, 
but not part, of such shares at $25 per share at any time. 

(c) In the event that not more than 1,500,000 $2.05 preferred shares remain outstanding, Bell Canada 
may redeem all, but not part, of such shares at $20 per share. 

(d) In the event that not more than 1,771,875 $2.70 preferred shares remain outstanding, Bell Canada 

may redeem all, but not part, of such shares at $20 per share. 

(e) Purchase funds: 

Under the terms and conditions of the purchase funds, 

(1) Bell Canada shall make all reasonable efforts to purchase the required number of shares for 
cancellation in the open market at a price not exceeding the stated capital per share plus costs 
of purchase. To the extent that Bell Canada is unable to purchase such shares, the undertaking 
is cumulative to a maximum of two years or eight quarters as the case may be, including the 
Current period requirements. 

At December 31, 1982, 459,000 $2.25 preferred shares had been purchased and cancelled, 
including 51,000 shares in 1982, for that year. 

At December 31, 1982, 358,700 $1.80 preferred shares had been purchased and cancelled, 
including 92,500 shares in 1982 which were purchased for the year 1981. 

(2) Bell Canada shall make all reasonable efforts to purchase for cancellation in the open market 
1.25% of the $2.70 preferred shares outstanding on March 15, 1992 in each calendar quarter, 
commencing with the calendar quarter ending June 30, 1992, at a price not exceeding $20 per 
share plus costs of purchase. To the extent that Bell Canada is unable to purchase such shares, 
the undertaking shall be cumulative in the calendar quarters of the same calendar year after 
which it shall be extinguished. 

Taking into account purchases to December 31, 1982, the maximum aggregate stated capital of 

shares that Bell Canada may be required to purchase, if available pursuant to the terms of the 

purchase funds, in the years 1983 to 1987 are $5.9, $3.6, $3.6, $12.4 and $12.4 million, 
respectively. 
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12. Long term debt 


13. Debt due within one year 


14. Unused bank lines 
of credit 


15. Guarantees 


Bell Canada Millions of dollars 
; Total 
First outstanding 
mortgage bonds 41/4-53/4% 6-77/8% 8-97/8% 10-16% Dec. 31,1982 
Due 1983 $ 50.0 $ — $ — $ _ $'., 50.0 
1984 60.0 _ — - 60.0 
1985 _ — 2.0 _ 20) 
1986 -— BOLO ZO) — 370 
1987 — 35,0 2.0 _ Sti 
1988-1997 178.0 2912.9 476.1 130.0 1,076.6 
1998-2004 99.0 201.0 — 300.0 
288.0 461.5 683.1 130.0 1;,562°6 
Debentures and notes 
Due 1985 a — - 200.0 200.0 
1986 — — 60.0 60.0 120.0 
1987 — 102.7 99.9 — 202.6 
1988-1993 — 63.9 — 2720 Joong 
2002-2010 —~ _ 750.0 375.0 1:125,0 
— 166.6 909.9 907.0 gC) ceo) 
Other 
Mortgage (due in instalments to 1995 — 9% interest) 31.6 
Obligations under capital leases 2010 
Exchange premium less discount, at time of issue, on debt payable in U.S. funds 112.4 
Unrealized foreign currency losses* 221.4 
Sub-total — Bell Canada 3,936:3 
Subsidiaries (including $374.6 million due to non-consolidated finance 
subsidiaries and $23.5 million of obligations under capital leases) 854.0 
Unrealized foreign currency losses * 10.2 
Sub-total — consolidated 4,801.0 
Less: due within one year (including $8.9 million due to non-consolidated 
finance subsidiaries) O72 Gl 
Total — consolidated $4,703.3 


* Arising from the translation of foreign currency denominated debt at rate prevailing on 
December 31, 1982. 


The first mortgage bonds of Bell Canada are secured by a first mortgage and a floating charge. 


First mortgage bonds include $50 million U.S. maturing in 1983 and $518 million U.S. maturing from 
1988 to 2004. Debentures and notes include $910 million U.S. maturing from 1986 to 2010 and 
250 million Swiss Francs maturing from 1987 to 1993. 


At December 31, 1982, the amounts of long term debt payable by Bell Canada and subsidiary 
companies in the years 1983 to 1987 are $97.7, $163.7, $259.7, $207.3 and $272.3 million, 


respectively. 


At December 31, 1982, the debt of non-consolidated finance subsidiaries of Northern Telecom Limited 
(NTL), due to third parties, was $131.6 million, of which $80 million U.S. of 7% convertible deben- 
tures are unconditionally guaranteed on a subordinated basis by NTL. The debentures are convertible 
into common shares of NTL at $73 U.S. per share. Prepayment is permitted if the market price of NTL 
common shares averages at least 120% of the conversion price for a specified period. 


Dec. 31,1982 Dec. 31, 1981 
Millions of dollars 


Long term debt Sao Iis $189.8 
Notes payable 78.0 W332 
Bank advances 23.0 29.5 

$199.3 $352.5 


At December 31, 1982, unused operating bank lines of credit, generally available at the prime bank rate 
of interest, amounted to approximately $785 million. 


Performance guarantees have been furnished, in respect of contract operations, equivalent 
to approximately $71.4 million at December 31, 1982. 
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16. Quarterly financial data 
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Summarized consolidated quarterly financial data (in millions of dollars except per share 


amounts) are as follows: 


1982 


Telecommunications operations 
Operating revenues 
Net revenues — 
telecommunications 
operations 


Manufacturing operations 
Revenues 
Gross profit 
Net revenues — 
manufacturing operations 


Contract and other operations 
Operating revenues 
Net revenues — contract and 
other operations 


Income before extraordinary item 
Net income 
Net income applicable 
to common shares 
Earnings per common share* 
before extraordinary item 
after extraordinary item 
Assuming full dilution 
before extraordinary item 
after extraordinary item 
*Based on weighted average 
common shares outstanding 
(thousands) 


1981 


Telecommunications operations 
Operating revenues 
Net revenues — 
telecommunications 
Operations 


Manufacturing operations 
Revenues 
Gross profit 
Net revenues — 
manufacturing operations 


Contract and other operations 
Operating revenues 
Net revenues — contract and 
other operations 


Income before extraordinary item 
Net income 
Net income applicable 
to common shares 
Earnings per common share * 
before extraordinary item 
after extraordinary item 
Assuming full dilution 
before extraordinary item 
after extraordinary item 
* Based on weighted average 
common shares outstanding 
(thousands) 


Three months ended 


Mar. 31 June 30 Sept. 30 Dec. 31 
$1,113.4 StT120 Sy 152s1 $1192.6 
294.0 270.9 294.5 32215 
706.6 778.5 1209 71735 
241.9 225.1 22740) 255.9 
60.4 54.6 46.9 56.4 
221.6 211.4 223:3 198.4 
48.0 40.4 50.9 41.7 
1595 143.6 156.0 163.1 
159.5 143.6 157.2 165.8 
149.8 WATS: 141.5 150.8 
$.84 $.71 $.76 $.80 
$.84 SI $.77 $.81 
$.81 $.69 $.75 $.78 
$.81 $.69 WS $.79 
178,697 180,348 182,985 185,548 
Three months ended 

Mar. 31 June 30 Sept. 30 Dec. 31 
$941.3 $975.3 $1,002.7 $1, 1.5.8 
242.1 245.5 25812 346.4 
574.7 631.4 627.5 697.4 
1594 176.8 A oet 216.) 
41.4 49.0 40.9 56.1 
173: 186.6 202.8 261.4 
37.5 40.5 43.9 54.5 
Tze 127.8 A22)7, 182.4 
12625 127.8 1225, 182.4 
LVZAO 119.1 114.0 173.9 
$.64 $.69 $.65 $.99 
$.69 $.69 $.65 $.99 
$.62 $.67 $.64 $.95 
$.67 $.67 $.64 $.95 
170,061 172,968 174,802 176,431 


* 
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17. Differences between a) Translation of foreign currencies 

Canadian and United States If the foreign currency translation had been treated in accordance with the United States 
generally accepted Financial Accounting Standards Board’s Statement No. 8: Accounting for the Translation of 
accounting principles Foreign Currency Transactions and Foreign Currency Financial Statements, consolidated 


income before extraordinary items and earnings per common share would have increased 
(decreased) as follows: 


Increase (decrease) in 
consolidated income 
before extraordinary items 


Total Per share 
in millions amounts 
Three months ended 
March 31, 1982 $(45.8) $(.26) 
June 30, 1982 (65.9) (37) 
September 30, 1982 78.0 43 
December 31, 1982 3.0 02 
March 31, 1981 $11.5 $ .07 
June 30, 1981 (D7) (.07) 
September 30, 1981 (5.4) (.03) 
December 31, 1981 21.5 16 
Year ended 
December 31, 1982 $(30.7) $(.17) 
December 31, 1981 20.9 al 
December 31, 1980 (20.7) CAS) 


b) Extraordinary items 
The extraordinary items, reported in 1981 and 1980, of $8.7 million and $90.0 million, respec- 
tively, as described in note 5, do not meet the criteria of extraordinary items under United 
States practice; consequently those amounts would be considered in determining 

income before extraordinary items for the years 1981 and 1980. Net income is identical under 
both Canadian and United States reporting practices. 


If items (a) and (b) above had been reported in accordance with United States generally 
accepted accounting principles, the results of operations for each of the three years in the 
period ended December 31, 1982 would have been as follows: 


1982 1981 1980 
Income before extraordinary items (millions) riko 1 hit) $580.3 $253.0 
Earnings per common share $2.94 $3.14 $1.32 
18. Pensions Bell Canada and most of its subsidiary companies have non-contributory defined benefit 


plans which provide for service pensions based on length of service and rates of pay for 
substantially all their employees. 


The policy is to fund pension costs through contributions based on various actuarial cost 
methods as permitted by pension regulatory bodies. Such costs are funded as accrued and 
reflect actuarial assumptions regarding salary projection and future service benefits. The 
provision for pension costs was $270.6 million for the year ended December 31, 1982 ($236.5 
— 1981, $218.1 — 1980). 


In compliance with the United States Financial Accounting Standards Board’s Statement 
No. 36, the disclosure of the following information is required to exclude actuarial assump- 
tions regarding salary projection and future service benefits. A comparison of accumulated 
plan benefits and plan net assets is provided as follows: 


Dec. 31, 1981 Dec. 31, 1980 
Millions of dollars 


Actuarial present value of accumulated plan benefits 


Vested $1,889.1 S102 .s2 
Non-vested 299.1 252.8 
$2,188.2 $1,876.0 

Net assets available for benefits — at market value 52/3570 Sebi hala: 


The weighted average assumed rate of return used in determining the actuarial present value 
of accumulated plan benefits was 7% for both 1981 and 1980. 
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19. Industry segments 


information 
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a 


Bell Canada and its subsidiary and associated companies operate principally in two business 


segments: 


1) Telecommunications operations, which includes the provision of voice, visual, data, radio 
and television transmission, public exchange and private line teletypewriter and other 


telecommunications services; and 


2) Telecommunications equipment manufacturing, which involves the design, development, 


- 


manufacture and marketing of central office switching equipment, subscriber apparatus, 
business communications and network systems, transmission equipment and wire, cable 


and outside plant products. 


In addition ‘‘Other’’ includes the following business activities: contract operations, electronic 


office systems, directory and printing operations. 


The following table sets forth revenues, net revenues and supplementary data for each of the 
corporation’s business segments for the years ended December 31, 1982, 1981 and 1980. 


1982 1981 1980 
Millions of dollars 
By segments 
Revenues 
Telecommunications operations $4,497 .3(a) $3,971.4(a) $3,310.9(a) 
Telecommunications equipment manufacturing 2,688.6 (b) 2,248.5(b) 1,751.2(b) 
Other 1,225.4 1,170.0 974.9 
Consolidated $8,411.3 $7,389.9 $6,037.0 
Intersegment revenues 
Telecommunications operations Shave MAL OY FO os 
Telecommunications equipment manufacturing a 3.4 2 
Other 286.1 194.7 135) 
Eliminations (359.8) (261.8) (192.4) 
$ — $ — $ — 
Total revenues 
Telecommunications operations $4,570.1 $4,035.1 $3,366.2 
Telecommunications equipment manufacturing 2,689.5 2251.9 1, 7533 
Other Belew ih tits: 1,364.7 1,109.9 
Eliminations (359.8) (261.8) (192.4) 
Consolidated SS 4lne $7,389.9 $6,037.0 
Total net revenues 
Telecommunications operations $1,174.7 $1,09:1,0 STs | Si bal 
Telecommunications equipment manufacturing 437.4 301.8 187.4 
Other 95.4(a) 163.8(a) 53.O(a) 
7075 1,556.6 TIOn5 
General corporate expenses (126.3) (100.6) (82.5) 
Consolidated 68122 1,456.0 1,025.0 
Equity in net income of associated companies 
Telecommunications operations 2S Pies 16.4 
Other 1.4 2.6 4.9 
203 19.9 21:3 
Other income 99.5 80.4 51.4 
Interest charges (451.6) (440.9) (358.7) 
Unrealized foreign currency losses (14.2) (71.5) (11.3) 
Income before income taxes, minority interest and 
extraordinary items $1,238.2 $1,103.9 Me at 6) 
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19. Industry segments 1982 1981 1980 
information (continued) 


Millions of dollars 
By segments 
Identifiable assets 


Telecommunications operations $10,029.2 $ 9,350.8 $ 8,434.7 
Telecommunications equipment manufacturing 1,536.4 1,383.6 1,145.8 
Other — 954.8 1,017.1 989.6 
Pa SIAL US aa aD eR, Se ES Ai EAS in SCS Mane aS. 
Consolidated 12,294.3 11,545.6 10,420.0 
Investments in associated companies 
and non-consolidated subsidiaries 
Telecommunications operations 140.1 130.4 124.1 
Other 426.9 357.4 SHE RRS: 
Consolidated 567.0 487.8 495.4 
General corporate assets 560.5(c) 418.6(c) 533.6(c) 
Total assets as at December 31 $13,421.8 $12,452.0 $11,449.0 
Depreciation 
Telecommunications operations Si 9837 3) 6803 Chip m oiite) 
Telecommunications equipment manufacturing 69.6 49.3 41.9 
pnOter ta a 98.5 69.2 70.4 
966.8 798.8 729.2 
Depreciation — general corporate assets 9.3 5.8 FS 
Total depreciation $ 311976. $ 804.6 ENT ro aa: 
Gross capital expenditures : 
Telecommunications operations $ 1,494.9 $ 1,480.6 S171.360,9 
Telecommunications equipment manufacturing 145.3 91.8 127.8 
Other 95.4 (REAM 102.8 
1,735.6 TeAAOA 1,594.5 
Capital expenditures — general corporate assets 24.0 3.8 3.7 
Total capital expenditures Stoo 0 Sule 7 oe9 Sl S982. 
The following table sets forth information by geographic area for the years ended 
December 31, 1982, 1981 and 1980. 
1982 1981 1980 


Millions of dollars 


By geographic area(d) 


Revenues 
Canada Su OrZiie? $ 5,607.6 $ 4575.7 
Sw 1,512.4 1,080.6 838.0 
Other O71 a7, VAG hei 623.3 
Consolidated Sao -4ilies S67 389.9 56.0370 
Transfers between area 
Canada o), 1nZ499 Sm OOsZ $ 87.5 
U:S-A, 93.8 85.3 67.4 
Other WA 15.5 2.8 
Eliminations (360.8) (261.0) (157.7) 
$ — 5 — $ — 
Total revenues 
Canada Sy6.47 (al $ 5,767.8 $ 4663.2 
UES TAY 1,606.2 1,165.9 905.4 
Other 694.8 Welehied 626.1 
Eliminations (360.8) (261.0) (15727) 
Consolidated Senora lal S17 3599 Se 6037.0 
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19. Industry segments 
information (continued) 
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1982 1981 1980 
Millions of dollars 
By geographic area(d) 
Total net revenues (losses) before research 
and development expenses 
Canada $ 1,684.2 $1 635.7 $ 1,206;7-5 
U.S.A. 211.8 128.4 (23:2) 
Other 152.9 149.8 119.5 
Eliminations (.4) (1.0) 1.8 
2,048.5 1,812.9 1,304.8 
Research and development expenses (341.0) (256.3) (197.3) 
General corporate expenses (126.3) (100.6) (82.5) 
Consolidated 1 5S 932 1,456.0 1,025.0 
Equity in net income of associated companies 
Canada 21.8 Ls 16.4 
U.S.A. Le, ire: 3:5 
Other 1:0 1.3 1.4 
23:3 19.9 2i3 
Other income EAS hs. 80.4 51.4 
Interest charges (451.6) (440.9) (358.7) 
Unrealized foreign currency losses (14.2) (ES) (11.3) 
Income before income taxes, minority interest 
and extraordinary items Slp2oe 2 Si OB:9 SH Ve 
Identifiable assets 
Canada $11,186.9 $10,352.0 $ 9,260.2 
U.S.A. Veh22:5 BTiss 884.5 
Other 565.1 539.5 414.0 
Eliminations (580.2) (2232) (138.7) 
Consolidated 12,294.3 11,545.6 10,420.0 
Investments in associated companies 
and non-consolidated subsidiaries 
Canada 140.1 1305 124.1 
US Ay 67.7 60.6 65.7 
Other 359:2 296.7 305.6 
Consolidated 567.0 487.8 495.4 
General corporate assets 560.5(c) 418.6(c) 533.6(c) 
Total assets as at December 31 SNS 4A ES} $12,452.0 $11,449.0 


a) Telecommunications operations segment revenues include $34.6 million ($29.8 — 1981, $21.0 — 
1980) consisting principally of contract service agreement revenues and contribution to overhead, 
which are also included as operating expenses in Other net revenues. These items are not eliminated on 


consolidation. 


b) Telecommunications equipment manufacturing includes revenues of $864.8 million ($871.8 — 
1981, $686.2 — 1980) from Bell Canada, its telephone subsidiary and associated companies. These 
revenues are not eliminated on consolidation. Telecommunications equipment manufacturing revenues 
of Northern Telecom from Bell Canada are at sale prices and terms as low as those offered to Northern 
Telecom’‘s most favored customers for like materials and services under comparable conditions. 

c) General corporate assets are principally cash, temporary cash investments and deferred unrealized 


foreign currency losses. 


d) The point of origin (the location of the selling organization) of revenues and the location of the assets 


determine the geographic area. 
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20. Proposed reorganization At special meetings held on August 18, 1982, Bell Canada common and preferred 


of the Bell group 
of companies 


shareholders authorized an arrangement (the ‘‘Arrangement’’) pursuant to the provisions of 
the Canada Business Corporations Act under which the holders of common and preferred 
shares of Bell Canada would exchange their shares with Bell Canada Enterprises Inc. 
(“‘BCE’’), on a one-for-one basis, for common and preferred shares of BCE, presently a 
wholly-owned subsidiary of Bell Canada. Under the Arrangement, which forms part of an 
overall proposed reorganization of the Bell group of companies, Bell Canada would become a 
wholly-owned subsidiary of BCE which would become the new publicly held parent company 
of the Bell group of companies. 


At the hearing before the Superior Court of the Province of Quebec, the Attorney General of 
Canada filed an intervention requesting that Bell Canada’s application for the approval of the 
Arrangement be dismissed on the grounds that Bell Canada did not have the power to proceed 
with the Arrangement without the prior approval of the Canadian Radio-television and 
Telecommunications Commission (the ‘‘CRTC’’). On September 24, 1982, the Superior Court 
approved the Arrangement. However, on October 25, 1982, the Attorney General of Canada 
appealed the decision of the Superior Court, citing the same grounds as in the Superior 
Court. No decision has been rendered to date on this appeal, which has the effect of suspen- 
ding the execution of the judgment of the Superior Court, thereby preventing Bell Canada 
from filing, until the conclusion of the appeal, the Articles of Amendment necessary to 

make the Arrangement effective. Hearings before the Court of Appeal are expected 

to commence on February 22, 1983. 


The Government of Canada also issued an Order in Council dated October 22, 1982 referring 


to the CRTC for examination certain questions relating to the proposed reorganization and 
requiring the CRTC to report back its findings on or before March 31, 1983. 
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Summarized 
income Statement 
Non-Consolidated 
(note 1) 


Telecommunications operations 


Contract operations 
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For the years ended December 31 1982 1981 1980 
Millions of dollars 
Operating revenues 
Local service $2,049.7 $1,844.1 $1,562.5 
Long distance service 2,158.0 1,861.1 1,529.0 
Miscellaneous — net 15136 139.9 LIVES 
Total operating revenues 4,359.3 3,845.1 Seow 
Operating expenses 3,254.2 2,818.1 2,390.3 
Net revenues — telecommunications operations 1,105.1 10270 812.8 
Other income 
Dividends — subsidiary companies 36.6 31.8 2977 
— associated companies Aas 10.0 ot 
Allowance for funds used during construction S/O, 23.8 18.5 
Miscellaneous — net DTA 36.6 iReie) 
Total other income TQS 102.2 75.8 
Income before underlisted items We eee, ZO 888.6 
Interest charges 368.5 Seles 287.0 
Unrealized foreign currency losses 16.8 1 We 10.0 
Income before income taxes 832.4 780.9 591.6 
Income taxes 364.1 357.8 272.5 
Income — telecommunications operations 468.3 423.1 Ope a 
Operating revenues 469.1 493.2 453.6 
Operating expenses 307.6 O/D.9 362.1 
Net revenues — contract operations RES W173 Pio 
Miscellaneous — net Dee (6.0) 3.6 
Income before income taxes SEY, alles 95.1 
Income taxes 60.6 58.4 48.3 
Income — contract operations Doel 52.9 46.8 
Net income 5214 476.0 365.9 
Dividends on preferred shares 56.4 35.4 38.2 
Net income applicable to common shares $ 465.0 $ 440.6 $° S27 
Earnings per common share * $2.56 $2.54 $2.01 
Assuming full dilution 32.52 $2.49 $1.99 
Dividends declared per common share $1.99 $1.84 $1.68 
“Based on weighted average common shares 
outstanding (thousands) 181,916 173,586 162,762 
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Summarized 
Balance Sheet 
Non-Consolidated 
(note 1) 
As at December 31 1982 1981 
Millions of dollars 
Assets 
Telecommunications property Buildings, plant and equipment $ 12,344.2 $ 11,296.6 
— at cost Less: Accumulated depreciation 3,828.0 3,478.6 
8,516.2 7,818.0 
Land, and plant under construction 464.8 460.4 
Material and supplies 63.0 108.8 
9,044.0 ope to Wee 
Investments — at cost Subsidiary companies 389.2 302.0 
Associated companies 108.0 108.0 
497.2 460.9 
Current assets 850.2 941.5 
Deferred charges Unrealized foreign currency losses, less amortization 166.2 129.4 
Other 62.4 BOUL. 
228.6 215.11 
Total assets $10,620.0 $10,004.7 
Liabilities and Shareholders’ Equity 
Common shareholders’ equity Stated capital of common shares $ 1,644.1 S47 OO 
Premium on capital stock 1083.5 1,005.2 
Retained earnings 1,129.9 OSHS 
Seo ORs CWee ens: 
Convertible preferred shares 
(redeemable) 422.3 258.2 
Non-convertible preferred shares 
(redeemable) 100.1 103.4 
Long term debt Includes unrealized foreign currency losses 
of $208.5 ($167.9 - 1981) 3,870.8 CMV bse hes 
Current liabilities 1,039.3 1,018.4 
Deferred credits Income taxes 1,298.2 1,193.5 
Other 81.8 a2:2 
1,380.0 Aerie A 
Total liabilities and shareholders’ equity $10,620.0 $10,004.7 
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Summarized 
Statement of Changes 
in Financial Position 
Non-Consolidated 

(note 1) 


Operations 


Changes in working capital 
External financing 
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For the years ended December 31 1982 1981 1980 . 
Millions of dollars 
Sources of cash 
Net income $ 521.4 $ 476.0 $. 365.9 
Add expenses not requiring cash 
Depreciation 760.9 646.3 586.6 
Deferred income taxes 104.7 132.4 125.5 
Other items 15.6 (29.5) (20.6) 
Deduct income not providing cash 
Allowance for funds used during construction (37.0) (23.8) (18.5) 
Total cash from operations 1,365.6 1,201.4 1,038.9 
92:2 T3856 76.2 
Proceeds from long term debt 98.3 346.9 487.4 
Issue of common shares 
under the Dividend Reinvestment and 
Stock Purchase Plan 104.8 86.9 83.0 
under the optional Stock Dividend Program 11:3 8.7 1 
upon conversion of convertible preferred shares 67.8 87.5 74 | 
Proceeds from issue of preferred shares 232.5 — 196.8 
Increase (decrease) in notes payable (6.4) 24.3 (22:9) 
508.3 554.3 816.9 
Total sources of cash 1,966.1 1,891.3 1,932.0 
Application of cash 
Capital expenditures (net) 1,366.8 1,397.4 1,263.9 
Investments 36:2 21.9 236 
Repayment of long term debt 94.5 56:7 119.6 
Conversion of preferred shares 67.8 87.5 7 Avs 
Miscellaneous Bos. 61.8 157, 
Dividends declared 419.8 356.0 Sto 
Total application of cash 2024.0 1,981.3 1,807.2 
Cash and temporary 
cash investments 
Increase (decrease) (54.9) (90.0) 124.8 
At beginning of year W718 261.8 137.0 
At end of year Sov 6:9 SNL ILS $ 26138 


eee 
Management's Discussion 
and Analysis of Results of 
Operations and Financial 


Condition 


Telecommunications 
operations — 
operating revenues 

$ Millions (Consolidated) 


6000 


Telephones in service 
Millions (Consolidated) 
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Results of operations 
Net income 


Consolidated income before 
extraordinary items in 1982 
was $622.2 million ($3.11 per 
common share) compared 
with $550.7 million ($2.97 

per share) and $363.7 million 
($2.00 per share) in 1981 and 
1980, respectively. The in- 
creases were due principally to 
higher earnings in the telecom- 
munications segment and 

also due to the improved per- 
formance of Northern Telecom 
Limited (Northern Telecom). 

The higher earnings in the 
telecommunications segment 
were realized in the face of low 
growth in demand for telecom- 
munications services and were 
the result of the combined 
effect of rate awards, which 
became effective in October 
1981 and September 1982, 
and the implementation of 
cost-cutting measures both 
of which partially offset the 
impact of inflation on operating 
expenses. 

Consolidated net income 
was $626.1 million ($3.13 per 
share) in 1982 compared to 
$559.4 million ($3.02 per 
share) in 1981 and $273.7 
million ($1.45 per share) in 
1980. 

Northern Telecom, 55.4 per 
cent owned by Bell Canada at 
December 31, 1982, is Bell 
Canada’s largest subsidiary. 
Northern Telecom’s contribu- 
tion to consolidated income 
was $83.5 million ($0.46 per 
share) and $66.3 million 
($0.38 per share) in 1982 and 
1981, respectively. In 1980, 
Northern Telecom had in- 
curred a loss which reduced 
Bell Canada’s consolidated in- 


come before extraordinary 
items by $11.9 million ($0.07 
per share). 

The discussion of the results 
of operations, which follows, 
separately addresses Telecom- 
munications operations, Manu- 
facturing operations (carried 
out by Northern Telecom) and 
Contract and other operations, 
in parallel with the format of the 
consolidated income statement 
which appears on page 19. 


Telecommunications 
operations 


Operating revenues increased 
by $535.0 million (13.3 per 
cent) during 1982, by $668.9 
million (19.S per cent) in 1981 
and by $404.6 million (13.7 
per cent) in 1980. In 1982, ap- 
proximately $388.0 million of 
the increase represented the 
full year effect of the October 
1981 rate award, as well as 
the 6 per cent rate increase, 
effective September 1, 1982, 
granted by the government of 
Canada. In addition, a further 
increase of 5 per cent, effec- 
tive September 1, 1983, was 
also granted. The rate in- 
creases granted are in lieu of 
the higher rate increases re- 
quested by Bell Canada of the 
Canadian Radio-television and 
Telecommunications Commis- 
sion (CRTC) in June 1982 and 
form part of the federal gov- 
ernment’s program to control 
increases in prices subject to 
federal jurisdiction. Bell 
Canada’s labour expenses 
under its union contracts are 
not affected by the program. 
The continuing deterioration 
in economic conditions in 
Canada had an adverse impact 
on demand for local service. 
During 1982, local revenues 
increased by $217.7 million, or 
11.3 per cent, compared with 
$292.5 million, or 18.0 per cent, 
in 1981. Excluding the impact 
of the rate increases described 
above, local revenues during 
1982 increased by 1.0 per cent 
over 1981, and by 5.3 per cent 
during 1981 over 1980. 
During 1981 and 1982, the 
growth in local service 
revenues was also affected by 
the CRTC’s interim decision, 
which was confirmed in the 


fourth quarter 1982, permitting 
subscribers to connect their 
own terminal equipment to 
Bell Canada’s facilities. At 
December 31, 1982, the num- 
ber of Bell Canada telephones 
in service decreased by 1.7 per 
cent to 9.9 million, from 10.1 
million in 1981, compared with 
an increase of 0.7 per cent for 
the year 1981 over 1980. This 
decline in 1982 was most 
significant in the number of 
main business telephones in 
service. The number of exten- 
sions in service decreased by 
5.8 per cent to 3.4 million at 
year-end 1982, from 3.6 million 
in 1981, compared with a 
decrease of 2.5 per cent for the 
year 1981 over 1980. 

Notwithstanding the decline 
in total telephones in service, 
the number of lines in service 
at December 31, 1982 increas- 
ed to 6.7 million from 6.6 
million at year-end 1981 and 6.5 
million at year-end 1980. 

The depressed Canadian 
economy also adversely af- 
fected the demand for long 
distance service. During 1982, 
the number of long distance 
messages declined to 791.1 
million, 0.2 per cent less than 
1981. In 1981, long distance 
messages had increased 
7.0 per cent over 1980. 

1982 revenues from long 
distance increased by $304.6 
million (15.4 per cent) com- 
pared with $347.2 million (21.4 
per cent) in 1981. Excluding the 
impact of rate increases, long 
distance revenues during 1982 
increased 5.7 per cent over 
1981 and 12.8 per cent during 
1981 over 1980. 

Telecommunications 
Operating expenses in 1982 
increased by $445.3 million 
(15.1 per cent) compared with 
$445.3 million (17.8 per cent) 
and $347.5 million (16.2 per 
cent) in 1981 and 1980, re- 
spectively. 

The 1982 reduction in the 
rate of increase of operating 
expenses, aS compared with 
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the previous year, reflects the 
continued implementation of 
cost-cutting measures, in- 
cluding a freeze on hiring of 
new employees, implemented 
during 1982 to reduce oper- 
ating expenses. However, 
certain non-controllable costs 
for goods and services 

and commitments of Bell 
Canada with its unionized 
employees, providing them 
with annual increases of 10 
per cent or more in 1982, did 
not permit Bell Canada to re- 
strain the rate of increase of 
operating expenses at a level 
below the rate of increase in 
telecommunications revenues. 

In the fourth quarter of 1982, 
Bell Canada reached an 
agreement with its unionized 
employees providing that 
employees will share a reduc- 
ed work load, on a rotational 
basis, for part of 1983. 

The depressed state of the 
Canadian economy and the 
lower rate increases granted 
by the federal government 
have an adverse effect on the 
corporation’s financial results. 
Bell Canada intends to con- 
tinue to maintain a sound 
financial position in order to 
retain the confidence of its in- 
vestors and the financial com- 
munity and to continue to at- 
tract at a reasonable cost the 
necessary amount of capital 
required to meet its service 
Obligations to customers. 


Manufacturing operations 


Revenues for the year 1982, 
led by demand for transmis- 
sion equipment, digital central 
offices and private branch 
exchange (PBX) switching 
systems, achieved an 18.0 per 
cent increase to $2,986.5 mil- 
lion, compared with $2,531.0 
million in 1981 and $2,018.5 
million in 1980. Increases in 
revenues during these three 
years were chiefly attributable 
to volume growth rather than 
price increases. 
Telecommunications equip- 
ment revenues in 1982 were 
$2,688.6 million, up 19.6 per 
cent from $2,248.5 million in 


1981; revenues in 1980 were 
$1,751.2 million. Central office 
switching was up 16.5 per 
cent in 1982 to $904.3 million, 
compared with $776.0 million 
in 1981; switching accounted 
for $505.1 million in 1980. 
This growth was attributable 
to continuing strong demand 
for Digital Multiplex System 
switches (DMS), particularly 
the DMS-100 Family of large 
switches. DMS revenues in 
1982 were $646.0 million, up 
24.0 per cent from $521.0 mil- 
lion in 1981, compared with 
$269.0 million in 1980. Sub- 
scriber apparatus, business 
communications and network 
systems revenues were up 
29.6 per cent in1982 to 
$958.7 million compared with 
$739.9 million in 1981. In 
1981, this product line increas- 
ed 19.6 per cent from the 1980 
level of $618.6 million. The 
principal factor for this growth 
continued to be demand for SL 
Family, network systems and 
subscriber apparatus in the 
United States. Transmission 
equipment revenues increased 
in all markets in 1982, while 
wire, cable and outside plant 
revenues decreased. 
Electronic office systems 
(EOS) revenues were up 4.9 
per cent in 1982 to $287.7 
million, compared with $274.2 
million in 1981; in 1980, EOS 
revenues were $259.0 million. 
In 1982, as in the previous 
years, there was a continuing 
decline in revenues generated 
by older equipment leased to 
customers. This was offset by 
revenues from new products 
and systems introduced during 
1981 and 1982. In the latter 
part of 1982, the EOS business 
was reorganized and made a 
part of the new Terminal Sys- 
tems group. Terminal Systems 
has been combined with busi- 


ness communications sys- 
tems, network systems, spec- 
tron test equipment and 
advanced telephone products 
to form the new Integrated 
Office Systems (IOS) organiza- 
tion as a part of the telecom- 
munications equipment 
manufacturing segment. 

The gross profit margin in 
1982 rose to 30.8 per cent on 
gross profit of $919.9 million. 
This compared with a 1981 
gross margin of 28.8 per cent 
on gross profit of $727.7 mil- 
lion, and a margin in 1980 of 
24.9 per cent on gross profit of 
$503.2 million. The improving 
gross margin in 1981 and 1982 
reflects, in particular, the in- 
creasing profitability of such 
key products as the DMS and 
SL switching systems and 
transmission equipment. 

The impact of inflation on 
production costs was offset by 
the success of Northern 
Telecom's on-going cost 
reduction and productivity pro- 
grams, volume increases and 
some impact from higher 
prices. 

The improvement in gross 
margins attributable to the 
telecommunications product 
lines was somewhat offset by 
a considerably lower gross 
margin in the EOS business. 
EOS results were substantially 
affected by a series of actions 
taken during the year to re- 
structure the business to im- 
prove its future productivity 
and performance, and related 
to its merger into the new IOS 
organization. These actions 
included expenses or provi- 
sions for the closing of four 
manufacturing plants, reduc- 
tion of employment by 650, 
the full depreciation of the 
leasebase related to all older 
equipment, and the write- 
down of inventories. 

In 1980, gross profit was 
adversely affected by the high 
start-up costs for DMS and by 
provisions and expenses in- 
curred by the EOS business. 

In 1982, Northern Telecom 
increased its net investment in 
research and development 
(R&D) by 32.9 per cent to 
$241.4 million (8.1 per cent of 
revenues) compared with 


$181.6 million (7.2 per cent 
of revenues) invested in 1981. 

In 1980, net R&D expense 
was $140.9 million, or 7.0 per 
cent of revenues. The increas- 
ed rate of R&D investment in 
1982 resulted from a decision 
taken by Northern Telecom to 
raise the percentage of reve- 
nues devoted annually to the 
evolution of established prod- 
ucts and development of new 
systems. 

Net revenues from manufac- 
turing operations were $218.3 
million, up 16.5 per cent from 
$187.4 million in 1981, com- 
pared with operating profits 
in 1980 of $20.8 million. 
Operating margins in the three 
years were 7.3 per cent, 7.4 
per cent and 1.0 per cent, 
respectively. 


Contract and other 
operations 


Operating revenues and ex- 
penses increased in 1982, 
mainly due to higher activities 
related to telephone directory 
operations. Operating reve- 
nues and expenses in 1982 
for contract operations alone 
were substantially the same as 
those in 1981. Although the 
five-year contract with the 
Government of the Kingdom 
of Saudi Arabia expired on 
December 13, 1982, services 
continue to be provided on 
location to the Kingdom in light 
of the current negotiations for 
a five-year contract, retroac- 
tive to December 14, 1982. 


Extraordinary items 


In 1982, an extraordinary gain 
of $3.9 million was recorded 
as a result of a reduction of 
income taxes by the use of 
prior years’ tax losses of a sub- 
sidiary of Northern Telecom. In 
1981, an extraordinary gain of 
$8.7 million was realized from 
the sale by Northern Telecom 
of its shares in Intersil, Inc. In 
1980, Bell Canada recorded an 
extraordinary loss of $90 
million as a result of Northern 
Telecom's write-offs, principal- 
ly related to its EOS business. 
The extraordinary gain in 1981 
and extraordinary loss in 1980 
would not be reported as ex- 
traordinary items under United 
States generally accepted ac- 
counting principles. 


Capital resources 


Financing activities of Bell 
Canada and Northern Telecom 
have been carried on inde- 
pendently and are discussed 
separately hereunder. 


Bell Canada 


The principal requirement 
for additional funds in Bell 
Canada is to finance capital 
expenditures. The continuous 
introduction of advanced 
technology enables Bell 
Canada to partially offset the 
effects of inflation on operating 
expenses and on construction 
expenditures. Removing the 
impact of price increases, the 
level of construction expen- 
ditures has remained relatively 
unchanged from 1974 to 1980 
and actually went down in the 
past two years. Gross capital 
expenditures totalled $1,417 
million in 1982, $200 million 
below the original budget, 
compared with $1,400 million 
in 1981. Based on Bell 
Canada’s current budget, it is 
estimated that its capital ex- 
penditure program in 1983 will 
decline approximately 16.0 per 
cent, to $1,185 million, from the 
1982 capital expenditure level. 
In order to finance its capital 
expenditures, Bell Canada 
obtains funds from external 
sources to supplement inter- 
nally generated funds. For 
1983 approximately three- 
quarters of its construction 
program is expected to be pro- 
vided by internally generated 
funds. The remainder will be 
financed by the offering of 
debt securities, with additional 
equity capital coming from the 
existing shareholders’ plans. 
During 1982 and 1981, exter- 
nal financing in Canadian and 
international capital markets 
amounted to $462 million and 
$456 million, respectively. 
Bell Canada raised common 
equity, principally by means 
of the Shareholder Dividend 
Reinvestment and Stock Pur- 
chase Plan, in amounts of $126 
million in 1982 and $104 million 
in 1981, and issued $236 million 


of convertible preferred shares 
in 1982. Debt financing in 
1982 consisted of $100 million 
of 7-year debentures, sold in 
Europe. Debt financing in 1981 
consisted of US $150 mil- 

lion of 10-year debentures 
issued in the United States and 
two medium-term issues in 
Switzerland amounting to SFr 
250 million (equivalent to Can 
$166.5 million). 


Northern Telecom 


Capital expenditures amounted 
to $252.6 million in 1982 and 
$209.6 million in 1981. In 1982 
Northern Telecom and its con- 
solidated subsidiaries raised 

a total of approximately $130 
million of debt and equity capi- 
tal compared with $126 million 
in 1981. In addition, in Decem- 
ber 1982, a wholly-owned 
non-consolidated finance sub- 
sidiary of Northern Telecom 
raised in Europe US $80 
million subordinated deben- 
tures due in 1997 and converti- 
ble into Northern Telecom's 
common shares at US $73. 
Assuming conversion of these 
debentures and all other 
securities, (including a propos- 
ed additional issue, in March 
1983, of US $50 million con- 
vertible subordinated deben- 
tures by that non-consolidated 
finance subsidiary), Bell 
Canada’s ownership of com- 
mon shares in Northern 
Telecom would decrease from 
55.4 per cent to approximately 
51 per cent. 

Northern Telecom’s capital 
spending in 1983 is expected 
to be approximately $310 
million. The need for capital in 
1983 will be met primarily from 
internally generated funds, 
although Northern Telecom will 
continue to take advantage of 
attractive financing opportunit- 
ies that it may identify. 
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The principal markets are the 
Montreal Exchange and the 
Toronto Stock Exchange. The 
common shares are also listed 
on the Vancouver Stock 
Exchange in Canada and the 
New York Stock Exchange in 
the United States as well as 


the stock exchanges of 
Amsterdam, Basle, Brussels, 


Dusseldorf, Frankfurt am 


Main, Geneva, London, Paris 


and Zurich. 


The following table shows 
the high and low prices of the 


Price ranges of common shares 


shares on the Montreal and 
Toronto exchanges (taken to- 
gether), and on the New York 
Stock Exchange consolidated . 


tape in the United States, 


which includes the NYSE and 
other U.S. stock exchanges. 


Montreal and Toronto 
1st quarter 
2nd quarter 
3rd quarter 
Ath quarter 


NYSE consolidated tape (US$) 
1st quarter 
2nd quarter 
3rd quarter 
Ath quarter 


1982 

High Low 
$191/4 $171/4 
$203/8 Si 7p 
$191/4 $1658 
$241/2 $187 
$161/4 $141/4 
$163 Suls/2 
$151/2 $131/4 
$193/4 $15 1/4 


Quarterly dividends of $0.49 
per common share were paid 
in 1982 ($0.45 — 1981). 

On November 24, 1982, an 
increase in the dividend on 


common shares was declared. 


The final 1982 quarterly divi- 
dend, which was paid on 
January 15, 1983, was raised 
to $0.52. The indicated annual 
rate is now $2.08, an increase 
of $0.12 over the previous 


Income taxes 


Dividends and Interest on Bell 


Canada securities held by in- 
vestors who are non-residents 
of Canada are subject to Cana- 
dian withholding tax, unless 
exempted. Interest on Bell 
Canada Series 1 notes, Series 
P bonds, Series 2 and Series 
DA through DL debentures 
and stock dividends paid pur- 
suant to the Bell Canada op- 
tional Stock Dividend Program 
are generally exempt from 
Canadian withholding tax. 
Unless reduced by treaty or 
specifically exempted, the 
statutory rate of Canadian 
withholding tax on dividends in 
respect of Bell Canada shares 


and on interest in respect of 
Bell Canada debt securities is 
25 per cent. The correspond- 
ing rate for Bell Canada in- 
vestors qualifying under the 
present United States-Canada 
Income Tax Convention and 
not having a ‘‘permanent 
establishment’ in Canada is 
15 per cent. 


Gains on Disposals of Bell 
Canada securities by a non- 
resident of Canada are gener- 
ally not subject to Canadian 
income tax unless realized by 
the holder in connection with a 


1981 

High Low 
$20 $181/2 
$191/2 $18 
$191/g $16 7s 
S20 $17 
$163/4 $153 
$161/4 $151'/38 
$153/4 $141/g 
$171/8 $141/g 

annual rate. 


At January 27, 1983 there 
were approximately 291,500 
registered holders of common 
shares. 


business (including an ‘‘adven- 
ture in the nature of trade’’) 
carried on in Canada. 


Estate and succession 
duties 


There are no estate taxes or 
succession duties imposed by 
Canada or any province of 
Canada with the exception of 
succession duties in the prov- 
ince of Quebec. No Quebec 
succession duties are payable 
in respect of the transmission, 
by reason of death of the hold- 
er, of Bell Canada securities 
situated outside Quebec to a 
beneficiary who at the time of 
death is neither domiciled nor 
resident in such province. 
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Selected Financial and 
Other Data 


1982 1981 1980 1979 1978 
Consolidated 
Income statement data (millions of dollars) 
Telecommunications operations — operating revenues $ 4,570.1 $ 4,035.1 $73/366.2 $ 2,961.6 2162 17. 
Manufacturing operations — revenues 2,986.5 253-0 2,018.5 1,864.1 1,470.0 
Contract and other operations — operating revenues 854.7 62373 COZ-5 439.0 282.6 
Total revenues 8,411.3 7,389.9 6,037.0 5,264.7 4,374.3 
Income before extraordinary items 622.2 550.7 363.7 433.2 370.6 
Net income 626.1 559.4 2h, 433.2 395.1 
Balance sheet data (millions of dollars) 
Total assets * $13,421.8 $12,452.0 $11,449.0 $10,376.5 $ 9,205.3 
Common equity * 4,255.2 3,859.3 3,463.3 3,342.1 2,840.4 
Convertible preferred shares* (redeemable) 422.3 258.2 345.7 DANG. 7 290.7 
Non-convertible preferred shares* (redeemable) 100.1 103.4 108.4 dial see} 114.0 
Minority interest * 526.9 447.2 SHONES) 467.7 296.7 
Long term debt” (including current portion) 4,801.0 4/29.3 4,405.9 SsslG.S' 353613 
Gross capital expenditures 1,759.6 Wy 73-9 1,598.2 WSO 1,184.0 
Common share data 
Earnings per common share 
before extraordinary items $ Saint $ 2.97 $ 2.00 $ 2.64 $ 2.49 
after extraordinary items $ Sale $ 3.02 $ 1.45 $ 2.64 $ 267 
Assuming full dilution 
before extraordinary items $ 3.03 $ 2.89 $ 1.98 $ 2:55 $ 2:30 
after extraordinary items $ 3.05 $ 2.94 $ 1.45 $ 2:55 $ 2.52 
Dividends declared per common share $ 1.99 $ 1.84 $ 1.68 $ Vises) $ 1.43 
Equity per common share”* Se 22.07, $ 21.74 $)620:70 $ 21.09 Sere Okie 
Percent of common shares held in Canada * 96.0 96.1 96.1 95.6 94.3 
Number of shareholders* (including preferred) 284,378 PATE || ANT AS! 272,081 2Z5Oh 72 228,285 
Other statistics 
Telephones in service* (thousands) 9,887.6 10,062.5 9,988.0 9,642.0 9,328.4 
Lines in service* (thousands) (| 1S 6,649.6 6/46/42 6,227.0 6,052.7 
Long distance messages (millions) Fone 19250 741.0 687.4 643.2 
Non-consolidated 
Income statement data (millions of dollars) 
Telecommunications operations — operating revenues S 4,359.3 $ 3,845.1 Seo USrl $2 2781761 $ 2,497.4 
Contract operations — operating revenues 469.1 493.2 453.6 319.8 185.6 
Total revenues 4,828.4 4,338.3 3,656.7 3;136:9 2,683.0 
Income before extraordinary item 521.4 476.0 365.9 355.8 300.8 
Net income 521.4 476.0 365.9 385.6 304.9 
Balance sheet data (millions of dollars) 
Investments * $ 497.2 $ 460.9 $ 439.3 S$) 417-6 S$ 9320.7 
Total assets * 10,620.0 10,004.7 9,228.8 8,380.1 Ved Vaz 
Long term debt* (including current portion) 3,936.8 3,077.6 3,596.9 SAigse5 3,080.7 
Gross capital expenditures 1,417.2 1,401.5 2720. ilpelal One, pOOSs/, 
Common share data ; 
Earnings per common share 
Ratan extraordinary item $ 2.56 $ 2.54 $ 2.01 $ A, AN $ 1.96 
after extraordinary item $ 2.56 $ 2.54 $ 201 $ 232 $ 1,99 
Assuming full dilution 
Ra Oto aaron ace item $ 2.52 $ 2.49 $ 1.99 $ 2.08 $ 1.91 
after extraordinary item $ 2:52 $ 2.49 $ 1.99 $ 2:26 $ 1.93 
Equity per common share* $ 20.29 $ 19.81 $25 619.15 Son 10.07 S> 17-96 
Financial ratios 
Percent return on total capital 10.9 10.9 9.5 9.7 9.3 
Percent return on common equity 27 13.1 10.6 11.5 Lie 
Interest as a percent of total average debt 9.2 9.0 8.5 8.1 1.9 
Debt as a percent of total capital * 47.7 50.2 49.6 49.2 51.5 
Times interest charges earned S10 B18) 3.4 35 3.4 
Other statistics 
Telephones in service* (thousands) 9,432.0 9,609.4 9,548.1 O2216 8,945.4 
Lines in service* (thousands) 6,416.2 6,348.2 OnW74-5 5,947.1 519327, 
illi 13,309.2 13,199.9 12,409.9 11,974.2 LAA 
Local conversations (millions) ; 
illi 746.9 747.9 699.3 649.9 610.5 
Long distance messages (millions) 
Number of employees * 55,/61 58,659 57,267 56,128 53,328 
$ 1,581.4 Srl oOGeS $ 1,205.4 $ 1,014.4 $ 868.1 


Salary and wage payments (millions of dollars) 


* At December 31 
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Board of Directors 


J.C. Thackray 
H.C. Hatch 
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Marcel Bélanger, O.C., C.A. 
Quebec, Quebec 

President, Gagnon et Bélanger Inc. 
A management consultant firm 
Member sinee March 1969 


G. Allan Burton, D.S.O., E.D. 
Milton, Ontario 

Company Director 

Member since May 1974 


A. Jean de Grandpré, O.C., Q.C. 
Outremont, Quebec 

Chairman of the Board and 

Chief Executive Officer, Bell Canada 
Member since July 1972 


J. Peter Gordon 

Mississauga, Ontario 

Chairman and Chief Executive Officer 
Stelco Inc. 

A steel company 

Member since April 1982 


H. Clifford Hatch 

Windsor, Ontario 

Chairman, President 

and Chief Executive Officer 
Hiram Walker Resources Ltd. 
A producer of distilled spirits, 
gas and oll 

Member since April 1974 


James W. Kerr 

Toronto, Ontario 

Consultant to and Director 
TransCanada PipeLines Limited 

A natural gas transmission company 
Member since August 1970 


Paul H. Leman, O.C. 
Outremont, Quebec 
Company Director 
Member since April 1976 


Walter F. Light 

Toronto, Ontario 

Chairman and Chief Executive Officer 
Northern Telecom Limited 

Member since January 1980 


Helen L. Margison 
Toronto, Ontario 
Company Director 
Member since April 1978 


E. Neil McKelvey, 0.C. 

Saint John, New Brunswick 
Partner, McKelvey, Macaulay, 
Machum 

A law firm 

Member since April 1973 


John H. Moore 

Lambeth, Ontario 

Chairman, Executive Committee 
of the Board of Directors 
London Life Insurance Company 
Member since March 1966 


J. Dean Muncaster 

Toronto, Ontario 

President and Chief Executive Officer 
Canadian Tire Corporation, Limited 
A wholesale distributor of 
automotive, hardware and 

sporting goods 

Member since April 1977 


Gérard Plourde, O.C. 

Montreal, Quebec 

Chairman of the Board, UA P Inc. 
An automotive parts distributor 
Member since January 1973 


Paul H. Leman 
E. Neil McKelvey 
Louise Brais Vaillancourt 


Gérard Plourde 
James W. Kerr 
J. Dean Muncaster 


Robert J. Richardson, Sc.D. 
Greenville, Delaware, U.S.A. 
Executive Vice-President 

E.I. du Pont de Nemours and 
Company 

A chemical manufacturer 
Member since January 1978 


H. Rocke Robertson, C.C., M.D. 
Mountain, Ontario 


Company Director 
Member since July 1965 


Lucien G. Rolland 

Montreal, Quebec 

President and Chief Executive Officer 
Rolland inc. 

A manufacturer and 

distributor of fine papers 

Member since July 1965 


James C. Thackray 
Toronto, Ontario 
President, Bell Canada 
Member since April 1976 


Orland Tropea 

Pointe Claire, Quebec 
Vice-Chairman 

Bell Canada 

Member since April 1980 


Louise Brais Vaillancourt 
Outremont, Quebec 

President 

Fondation Armand-Frappier 

A non-profit organization 
involved in the funding of various 
research programs for the Institut 
Armand-Frappier 

Member since January 1975 


J. Douglas Gibson, O.B.E. 
Toronto, Ontario 

Chairman of the Board of 
Canadian Reinsurance Company 
and of Canadian Reassurance 
Company 

Member since March 1970 
Retired April 1982 


John P. Robarts, P.G> GC wore 
Toronto, Ontario 

Partner, Stikeman, Elliott, 

Robarts & Bowman 

Member since June 1971 
Deceased October 1982 


Committees of the 
Board of Directors* 


A. J. de Grandpré 
O. Tropea 


Executive Committee 

A.J. de Grandpré — chairman 
J.W. Kerr 

P.H. Leman 

W.F. Light 

J.H. Moore 

G. Plourde 

H.R. Robertson 

J.C. Thackray 


Pension Fund Policy Committee 
J.D. Muncaster — chairman 
G.A. Burton 

J.P. Gordon 

E.N. McKelvey 

R.J. Richardson 


Audit Committee 

M. Bélanger — chairman 
P.H. Leman 

E.N. McKelvey 

J.H. Moore 

L.G. Rollana 

L. Brais Vaillancourt 


Social and Environmental Affairs 
Committee 

L. Brais Vaillancourt — chairman 
H.L. Margison 

H.R. Robertson 

J.C. Thackray 

O. Tropea 


Management Resources and 
Compensation Committee 
J.W. Kerr — chairman 

M. Bélanger 

G.A. Burton 

J.P. Gordon 

H.C. Hatch 


*as at December 31, 1982 


Director, Officer changes 


J. Peter Gordon 
G. Allan Burton 
Walter F. Light 


J. Douglas Gibson retired from the 
Board of Directors in April follow- 
ing more than twelve years of 
most valued service to the cor- 
poration. Elected at the last Annual 
Meeting to succeed Mr. Gibson 
was J. Peter Gordon, Chairman 
and Chief Executive Officer of 
Stelco Inc. 

The death in October of John P. 
Robarts, an outstanding member 
of the Board of Directors since 
1971, was a great loss to the 
corporation and his fellow 
directors. 

In January 1983, the corpora- 
tion announced the appointment 
of Jacques B. Bérubé as Vice- 
President, Operations Development 
(Quebec Region), Murray J. Makin as 
Vice-President, Customer Services 
(Ontario Region) and John F. Stinson 
as Vice-President, Administration 
(Ontario Region); also announced 
was the retirement of Wilfred D.E. 
Anderson, J. Robert Brdlé, Robert W. 
Crowley and Robert N. Washburn. 
These Officer changes will be effective 
during the month of March. 


John H. Moore 
Marcel Bélanger 
Lucien G. Rolland 


H. Rocke Robertson 
Robert J. Richardson 
Helen L. Margison 47 


Officers* 


Chairman 


President 


Vice-Chairman and 
Executive Vice-Presidents 


Vice-Presidents 


Corporate Secretary 
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A. Jean de Grandpré, O.C., O.C. 


Chairman of the Board 


and Chief Executive Officer 


James C. Thackray 
President 


Orland Tropea 
Vice-Chairman 


P. André Aubin 
Vice-President 
Operations Performance 


J. Robert Bralé* * 
Vice-President 
Operations Development 
Quebec Region 


Robert W. Crowley * * 
Vice-President 
Customer Services 
Ontario Region 


Donald J. Cruickshank 
Vice-President 


Corporate Communications 


Douglas W. Delaney 
Vice-President 
Marketing 

Ontario Region 


J.V. Raymond Cyr 
Executive Vice-President 
Administration 


Frederick E. Ibey 
Executive Vice-President 
Ontario Region 


Gordon E. Inns 
Executive Vice-President 
Marketing 


Léonce Montambault 
Executive Vice-President 
Quebec Region 


Claude Duhamel 
Vice-President 
Administration 
Quebec Region 


John H. Farrell 
Vice-President 


Computer Communications 


George L. Henthorn 


Vice-President & Comptroller 


W. Brian Hewat 
Vice-President 


Marketing and Development 


Robert Kearney 
Vice-President 
Systems 


John A. McCutcheon 
Vice-President 
Personnel 


Andrew M. McMahon 
Vice-President 
Engineering 


Guy Houle 
Corporate Secretary 


*as at December 31, 1982 


**see Director, Officer changes on 


page 47 


Jean C. Monty 
Vice-President 
Customer Services 
Quebec Region 


Hubert A. Roth 
Vice-President 
Network Services 
Ontario Region 


Claude St-Onge 
Vice-President 
Network Services 
Quebec Region 


Ernest E. Saunders, Q.C. 
Vice-President 
Law and Corporate Affairs 


John E. Sinclair 
Vice-President 
Regulatory Matters 


J. Stuart Spalding 
Vice-President & Treasurer 


John F. Stinson* * 
Vice-President 
Operations Development 
Ontario Region 


Bruce H. Tavner 
Vice-President 
International 


Robert N. Washburn* * 
Vice-President 
Administration 
Ontario Region 


Some aumURena aime uemmcaramacecoreeccorecoee ce a EE BEE CL ee 


Corporate 
Information 


‘ Calgary; Vancouver 2 


2 Bonds issued inl i 
the United States only:. 


_ The Royal Trust Company 


‘Debentures issued in 


The Royal Trust Company 
n Montreal 


Trustee for Bonds 
Canada Permanent Trust Company 


Trustees for Debentures 
The Royal Trust Pmnpany 
Morgan Guaranty Trust Company 
of New York lie 


Transfer Offices for Bonds | 
and Debentures i 


Bonds and debentures. 
issued in Canada only: 


The Royal Trust Company 
Montreal; Toronto; St. John's, Nfld.: 
Halifax; Charlottetown; | 
Saint John, N.B.; : Winnipeg; Regina; 


Montreal 


the United States only: 


Morgan Guaranty Trust Company 


Transfer Offices for Stock 
Canada: 


Corporate Offices 
1050 Beaver Hall Hill 
Montreal 

483 Bay Street 


_ Toronto 


The Royal Trust Company 
St. John’s, Nfld.; Halifax; 


_ Charlottetown; Saint John, N.B.; 


Winnipeg; Regina; Calgary; 


Vancouver 


Outside Canada — 
Common shares only: 


Morgan Guaranty Trust Company 
of New York 


The Royal Trust Company 
London, England 
Registrar for Stock 
Canada: 


Montreal Trust Company 


Montreal; Toronto; St. John’s, Nfld.; 


Halifax; Charlottetown; Saint John, 
N.B.; Winnipeg; Regina; Calgary; 
Vancouver 


Listing of Stock 
Canada: 


Montreal, Toronto, Vancouver 
Stock Exchanges 


Outside Canada — 
Common shares only 


Belgium 
Brussels Stock Exchange 


France 
Paris Stock Exchange 


Germany 
Frankfurt am Main, Diisseldorf 
Stock Exchanges 


Switzerland 
Zurich, Basle, Geneva 
Stock Exchanges 


The Netherlands 


Amsterdam Stock Exchange 


United Kingdom 
The Stock Exchange 


United States 
New York Stock Exchange 


Debentures issued 


- outside Canada: 


of New York Outside Canada — Luxembourg 
Common shares only: Series DB, DD 
: Luxembourg Stock Exchange 
Morgan Guaranty Trust Company 
of New York © Switzerland 
Series 2 
- Williams & Glyn’s Registrars Limited Basle, Berne, Geneva, Lausanne, 
London, England Zurich Stock Exchanges 
| United Kingdom 
Series DH, DL 
| The Stock Exchange 
| United States 
Series DA, DE, DJ, DK 
New York Stock Exchange 
Shareholders wishing to acquire market price. Unlike cash 


Shareholder plans 


additional common shares of Bell 


Canada can take advantage of 
two investment plans. 

The Shareholder Dividend 
Reinvestment and Stock Purchase 
Plan (DRP) provides a convenient 
method for shareholders to rein- 
vest their common share cash divi- 
dends in new common shares of 
Bell Canada at 95 per cent of the 
average market price. Participants 
in DRP may also invest optional 
cash payments of up to $3,000 
per quarter in new common 
shares of Bell Canada at 100 per 
cent of the average market price. 

The optional Stock Dividend 
Program (SDP) allows partici- 
pating shareholders to receive 
common share dividends in the 
form of new common shares of 
Bell Canada (stock dividends) 
at 100 per cent of the average 


dividends, shares issued under 
SDP as stock dividends to residents 
of Canada are not generally subject 
to tax when received, but rather are 
taxed on a capital gains basis when 
the holders dispose of them. 
Shareholders participating in 
DRP or SDP pay no brokerage com- 
missions or service charges on the 
acquisition of these shares and all 
administrative costs of these plans 
are borne by Bell Canada. 
Additional information can be 
obtained from: 
The Treasurer, Bell Canada, 
P.O. Box 6074, Station A, 
Montreal, Quebec, Canada 
H3C 3G4. 


49 


ARO 4 Preliminary Prospectus dated January 27, 1982 N 4 0 5 9 5 


 pewepeeews cunstitutes a public offering of these securities only in those jurisdictions where they may be lawfully offered for sale and therein 
only by persons permitted to sell such securities. 


No Securities Commission or similar authority in Canada has in any way passed upon the merits of the securities offered hereunder, and any 
representation to the contrary is an offence. 


New Issue 
$ @ ,000,000 
e shares 
$ @ Cumulative Redeemable Convertible Voting Preferred Shares, 
Class E, Series I, of the par value of $ e each 
Fixed, cumulative, preferred an dividends of $ @ per share per annum, when and as declared by the Board 
of Directors, will accrue from e , 1982 and will be payable quarterly on the 15th day of February, May, 


August and November. The terms of the Series I Preferred Shares are summarized under ‘‘Prospectus Summary’’ 
and are set forth in full in the Schedule to this prospectus. 


? 


and ‘‘Description of the Series I Preferred Shares’ 


Conversion Privilege 


The Series I Preferred Shares will be convertible at the option of the holder at any time prior to the 
close of business on ® , 1992 or the last business day prior to the date fixed for redemption 
of such shares, whichever is the earlier, into common shares of Bell Canada on the conversion 
basis of one common share for one Series I Preferred Share. This conversion basis will be subject 
to adjustment in certain events. 


In the opinion of Counsel, these Series I Preferred Shares will be investments for insurance companies regulated under the 
Canadian and British Insurance Companies Act and Foreign Insurance Companies Act, in each case without recourse to the 
exceptional provisions thereunder permitting certain other investments. 


We, as principals, conditionally offer, subject to prior sale, these Series I Preferred Shares if, as and when issued 
and accepted by us in accordance with the conditions contained in the agreement referred to under ‘*Plan of Distribu- 


Ontario Securities Commissions and with the Superintendent of Brokers of British Columbia, but which has not yet become final for the pur- 
pose of distribution to the public. Information contained herein is subject to completion or amendment. These securities may not be sold nor 
may any offers to buy be accepted in any such province prior to the time a receipt is obtained for the final prospectus from the Securities 


a 
£  tion’’, and subject to the approval of all legal details by Messrs. McMaster Meighen, counsel for Bell Canada, and 
> Z 
© by Messrs. Lafleur, Brown, de Grandpré on our behalf. 
jou 
alee e e 
g Price: $ @  pershareto yield © % 
172) 
je Price to Total proceeds Underwriting Net proceeds to 
> public to Bell Canada commission Bell Canada* 
Rem Per Gate nie oe os ai 2 - - $ @ $ @ $ @ $ @ 
=) Cal Lana he eens eae cana $  @ $  @ $  @ $ @ 
G *Before deduction of Bell Canada’s expenses of issue estimated at $ e 
~~ 
Subscriptions will be received subject to rejection or allotment in whole or in part and the right is reserved to close 
c the subscription books at any time without notice. It is expected that the Series I Preferred Shares will be available 
‘@ for delivery on or about e gp es, 
£ 
= 
3 
rs) 
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Purchaser’s Statutory Rights of Withdrawal — 
and) RESCISSIONS.b: meee et ee ee : 


COC EO EOE OINEERees 


THE PRELIMINARY TERMS BEING CONSIDERED AT THIS TIME ARE: 
AMCLINT: 150 MILLION PLUS 

C OUPCN RATE: 13% — 

a CONVERSION PREMIUM! 10-12% 

HH IONVERSION TERM: 10 YEARS 


Redempuun ........ . ; 
I Preferred Shares originally issued remain outstanding). Redeemable thereafter at 
declining premiums. 


12 months ended 
September 30, 1981 


Earnings coverage 

(Consolidated) .......... -Maximum annual dividend requirements on outstanding 
preferred shares after giving effect to this financing. @ times 
Maximum annual grossed-up dividend requirements on out- 
standing preferred shares after giving effect to this financing 


and maximum annual aggregate interest on long term debt. @ times 
Asset coverage 
(Consolidated) .......... Outstanding preferred shares after giving effect to this 
financing. @ times 
Outstanding preferred shares after giving effect to this 
financing and long term debt. @ times 


THE COMPANY 


(See ‘‘Business of the Company’’) 
Arent terre ek Bell Canada, the largest supplier of telecommunications services in Canada, oper- 
: ates in Ontario, Québec and the Northwest Territories. 

Telephone subsidiary and 

associated companies. .... Provide telecommunications services in parts of Ontario and Québec and in New- 
foundland, New Brunswick and Nova Scotia. 

Manufacturing subsidiary. . Northern Telecom Limited, owned 55.1% by Bell Canada, is the largest manufac- 
turer of telecommunications equipment in Canada. 

Research subsidiary ..... Bell-Northern Research Ltd., owned 70% by Northern Telecom Limited and 30% 
by Bell Canada. 


SELECTED CONSOLIDATED FINANCIAL INFORMATION 
(millions of dollars) 
Nine months ended 


Year ended December 31, September 30, 
A718 as eas) EAL 1280 thay Asks 
Total revenues 
Telecommunications operations.............. $1,995 Siew o2-241.7. sah2.O2 157 1S 2,969.66eS 336612) $2,430.00 $ 2;919.3 
Manufacturing operations................ ee a LL ONSE4 1,194.7 1,470.0 1,864.1 2,018.5 1,495.7 1,833.6 
(Gontract and otherioperations 0-2... 0.26» 3. 61.2 76.7 282.6 439.0 G5233 445.8 562.4 
SSTBZOM SIS 1 Sek eps 74.6)) > 5,204.7 , §o"6,037:0" $°4,371.5 $ 5,315.3 
Income before extraordinary items ............. So eo ee esr = 4501) & 503.7 $ 271.5 $= 368.3 
WOnKINe Capital es Been es | tmton ao. ieee Sr IS2 Gr te TAO eo oe300 5s $2 C0020 $. 615.6: $9 550.6..5.., 438.8 
WOCGIL ASSES area car ten ty a 5 eas kara $6,675.4 $7,342.9 $9,205.3 $10,376.5 $11,449.0 $11,238.5 $12,091.3 
Long term debt (including amount due within 
ONGHYeaT) Bere More et earantiee tu eee ae S255673" S2982 1 Sr $35536.377$ 3,816.3) 0S 4,405.9) $/4,049.2 9$24,549.9 
Shareholders’ equity — preferred .............. Ss TOyy Perso See 404.7 0S )11329.0 » $454) $480.00 3. 367.6 
COMMON Hews avons $2,296.4 $2,519.00 $2,840.4 $ 3,342.1 $ 3,463.3 $ 3,489.5 $ 3,730.6 


The above material is a selective summary. More detailed information appears elsewhere in this prospectus. 
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PROSPECTUS SUMMARY 


THE OFFERING 
(See ‘‘Description of the Series I Preferred Shares’’ and ‘‘Schedule’’) 


$ @ ,000,000, comprised of e $ @ Cumulative Redeemable Con- 
vertible Voting Preferred Shares, Class E, Series I, each of the par value of 
Gite ye yi 

Price and yield $ @ per share, to yield @ %. 

Dividend Fixed, cumulative preferred dividends at the annual rate of $ @ per share, pay- 
able quarterly on the 15th day of February, May, August and November. An ini- 
tial dividend of $ @ will be payable on May 15, 1982. 


Conversion privilege Convertible at any time on or before ® , 1992 into common shares 
of Bell Canada on the conversion basis of one common share for one Series I 
Preferred Share. 


Redemption Not redeemable priorto @  , 198@ (unless not more than @ % of the Series 
I Preferred Shares originally issued remain outstanding). Redeemable thereafter at 
declining premiums. 


12 months ended 
September 30, 1981 


Earnings coverage 
(Consolidated) ~Maximum annual dividend requirements on outstanding 
preferred shares after giving effect to this financing. times 
Maximum annual grossed-up dividend requirements on out- 
standing preferred shares after giving effect to this financing 
and maximum annual aggregate interest on long term debt. 


Asset coverage 

(Consolidated) Outstanding preferred shares after giving effect to this 
financing. 
Outstanding preferred shares after giving effect to this 


financing and long term debt. 


THE COMPANY 


(See ‘‘Business of the Company’’) 


Parent Bell Canada, the largest supplier of telecommunications services in Canada, oper- 
; ates in Ontario, Québec and the Northwest Territories. 
Telephone subsidiary and 
associated companies Provide telecommunications services in parts of Ontario and Québec and in New- 
foundland, New Brunswick and Nova Scotia. 


Manufacturing subsidiary. . Northern Telecom Limited, owned 55.1% by Bell Canada, is the largest manufac- 
turer of telecommunications equipment in Canada. 


Research subsidiary Bell-Northern Research Ltd., owned 70% by Northern Telecom Limited and 30% 
by Bell Canada. 


SELECTED CONSOLIDATED FINANCIAL INFORMATION 
(millions of dollars) 
Nine months ended 
Year ended December 31, September 30, 


1976 1977 1978 1979 1980 1980 1981 


Total revenues 
Telecommunications operations.............. SIE9OS G2, 2417) S28621- 9S. 2,961h6me SS 32366.2) “$) 2,430:0) @$) 2591953 
Manufacturing operations................ ee WOU3.4 1,194.7 1,470.0 1,864.1 
Contract and other operations 61.2 76.7 4 439.0 


SS 13011 Moss iar 


Income before extraordinary items ............. Ge erie GS PANEL Ors DS BES Bi PTE) 
Working capital $ 182.6 $ 140.2 $ ie SONGS SS BISLOK 
Total assets $6,675.4  $7,342.9 $9,205.3 $10,376.5 $11,449.0 $11,238.5 $12,091.3 
Long term debt (including amount due within 
one year) 5 $2,821.3 $3,536.3 $ 3,816.3 $ 4,405.9 $ 4,049.2 $ 4,549.9 
Shareholders’ equity — preferred BMiTIs $ 356.55 $ 404.7 $ 329.0 $ 454.1 $ 480.0 $ 367.6 
— common $2,519.0 $2,840.4 $ 3,342.1 $ 3,463.3 $ 3,489.5 $ 3,730.6 


THE COMPANY 


Bell Canada was incorporated by Special Act of the Parliament of Canada in 1880 and has its principal offices 
at 1050 Beaver Hall Hill, Montréal, Québec. The Act of Incorporation of Bell Canada provides that it may be legally 
designated as The Bell Telephone Company of Canada, La Compagnie de Téléphone Bell du Canada or Bell Canada. 
As used herein the term “‘Bell Canada’’ refers to the parent company only and the term ‘‘Company’’ means Bell 
Canada and its subsidiary companies. 


The Company is the largest Canadian supplier of telecommunications services and equipment, and provides tele- 
communications services and facilities in the Provinces of Ontario, Québec and Newfoundland and in the Northwest 
Territories. It also provides consulting services under contract to clients, principally foreign telecommunications or- 
ganizations. In addition, Bell Canada has equity interests in The New Brunswick Telephone Company, Limited and 
in Maritime Telegraph and Telephone Company, Limited, which provide most of the telecommunications services in 
the Provinces of New Brunswick and Nova Scotia, respectively. 


Bell Canada has the largest number of registered shareholders of any Canadian corporation. At September 30, 
1981, there were approximately 255,000 registered holders of common shares, of whom 98% were registered as resi- 
dent in Canada and held approximately 96% of the common shares outstanding. At the same date, there were approx- 
imately 35,000 registered holders of preferred shares, of whom 99% were registered as resident in Canada and held 
more than 99% of the preferred shares outstanding. 


Northern Telecom Limited (*‘Northern Telecom”’) is the largest manufacturer of telecommunications equipment 
in Canada and it also manufactures and markets electronic office systems. At September 30, 1981, 55.1% of 
Northern Telecom’s outstanding shares were owned by Bell Canada and the balance were held by the public. The 
cost of Bell Canada’s investment in Northern Telecom represents 2.2% of Bell Canada’s total assets. 


In 1979, 1980 and for the nine months ended September 30, 1981 the percentage contribution to the Company’s 
income before extraordinary items was as follows: 


Nine months 


ended 
September 30, 
1979 1980* 1981 
Bell Canada. sce ncsevergacvs, octes © ae espe. 2 Gia fee RO ie eee ee er 15% 90% 78% 
Northern Telecoms): es. hes decicis tee 20) oe Cie tor pe nce ee ee eee 15 (3) iI} 
Other subsidiary and associated companies of Bell Canada ....................... 10 iW} 9 
: 100% 100% 100% 


* After taking into account the extraordinary loss of $163.8 million incurred by Northern Telecom in 1980 (of which Bell Ganada’s share upon 
consolidation was $90 million) related principally to certain write-offs in its electronic office systems business, the above percentage contribu- 
tions in 1980 would have been 119% by Bell Canada, (37%) by Northern Telecom and 18% for the balance. 


DESCRIPTION OF THE SERIES I PREFERRED SHARES 


The following is a summary of some of the preferences, privileges, rights, restrictions, conditions and limita- 
tions of or attaching to the $ @ Cumulative Redeemable Convertible Voting Preferred Shares, Class E, Series I of 
the par value of @ dollars ($ @ ) each of Bell Canada (the ‘‘Series I Preferred Shares’’). This summary 
does not’purport to be complete and for full particulars reference is made to the Schedule to this prospectus. 


Par Value—$ @ per share. 


Dividend — fixed, cumulative and preferred at the annual rate of $ @ per share, payable quarterly on the 
15th day of February, May, August and November, with an initial dividend to be payable on May 15, 1982 in 
the amount of @ cents representing the amount accrued to that date from e Swe 


Conversion Privilege — the Series I Preferred Shares are convertible at any time on or before e ; 
1992 into common shares of Bell Canada on the conversion basis of one common share for one Series I 
Preferred Share; no adjustments in respect of dividends on the Series I Preferred Shares or the common shares; 
conversion rights subject to adjustment in certain events; no fractional common shares will be issued. 


“4 


Ranking — on a parity with all other preferred shares issued by Bell Canada. 


Redemption — not redeemable prior to ® , 198@; redeemable on and after @ , 198@ in whole 
or in part at $ @ per share plus an initial premium of $ @ per share, declining by @ cents per 
annum; and at$ @ = after e , 1998, / 


Additional Right of Redemption — in the event that not more than @% ( @ _— shares) of the Series | 
Preferred Shares originally issued remain outstanding, Bell Canada may redeem all, but not part, of such Series 
I Preferred Shares on payment for each such share to be redeemed of $ @ without premium together with ac- 
crued and unpaid dividends to the date fixed for redemption. 


Purchase for Cancellation — in the open market at the lowest price obtainable, but not exceeding $ @ per 
share if purchased prior to e , 198@, and not exceeding the then current redemption price if purchased 
on or after e , 198@, plus in each case costs of purchase. 


Purchase Fund — commencing with the calendar quarter ending June 30, 1992, Bell Canada will make all rea- 
sonable efforts to purchase in the open market at a price not exceeding $ @ in each calendar quarter @% of 


the Series I Preferred Shares outstanding at the close of business on e , 1992. Such purchase fund obli- 
gation will carry over only to the succeeding calendar quarters of the same calendar year after which it shall be 
extinguished. 


Voting — one vote per share. 


Adjustment of Conversion Price — the Series I Preferred Share conversion price of $ @ is subject to ad- 
justment in certain events including, but not limited to, (i) common share subdivisions, consolidations or 
reclassifications, (ii) the issuance of a common stock dividend other than under the Optional Stock Dividend 
Program, (iii) the issue of rights to common shareholders to acquire common shares at a discount from market 
of more than 5%, and (iv) certain other distributions to common shareholders. 


Additional Preferred Shares — may be issued, ranking on a parity with the Series I Preferred Shares, without 
authorization of holders of Series I Preferred Shares. 


Restrictions on Distributions — distributions not permitted on shares ranking junior to the Series I Preferred 
Shares unless the latest quarterly dividend on the Series I Preferred Shares has been declared and paid or set 
apart for payment. 


Rights on Liquidation — holders of Series I Preferred Shares shall be entitled to receive $ @ per share plus 
accrued dividends before any distribution of assets may be made to holders of any shares of Bell Canada ranking 
junior to the Series I Preferred Shares. 


Notice of Certain Action — 12 days’ public notice required of the record date of any dividend or distribution 
on Bell Canada common shares. 


PLAN OF DISTRIBUTION 


Under an agreement dated e , 1982 between Bell Canada and Wood Gundy Limited, Dominion Securi- 
ties Ames Limited, Greenshields Incorporated, Richardson Securities of Canada, McLeod Young Weir Limited and 
Lévesque, Beaubien Inc., as Underwriters, Bell Canada has agreed to sell and the Underwriters have agreed to pur- 
chase on @ , 1982, subject to the terms and conditions contained therein, @ Series erred. . 
Shares at a price of $ @ per share, payable in cash to Bell Canada against delivery of the Series I Preferred 
Shares and Bell Canada has agreed to pay the Underwriters a commission of $ @ per share. The obligations of 
the Underwriters under such agreement may be terminated at their discretion on the basis of their assessment of the 
state of the financial markets and may also be terminated by them upon the occurrence of certain stated events. The 
Underwriters are, however, obligated to take up and pay for all of the Series I Preferred Shares if any of the Series I 
Preferred Shares are purchased under such agreement. 


In connection with this offering, the Underwriters may overallot or effect transactions which stabilize or main- 
tain the market price of the Series I Preferred Shares and the outstanding common shares of Bell Canada at a level 
above that which might otherwise prevail in the open market. Such transactions, if commenced, may be discontinued 
at any time. 


All commissions payable to the Underwriters will be paid on account of services rendered in connection with the 
offering and will be paid out of the general funds of Bell Canada. 


USE OF PROCEEDS 


The net proceeds from the sale of the Series I Preferred Shares, estimated at $ ® after deducting the ex- 
penses of issue estimated at $ ® , will form part of the general funds of Bell Canada and will be used to pay 
for part of Bell Canada’s expenditures for the acquisition and construction of additions and improvements to its tele- 
communications system and to provide additional working capital. 


CAPITAL EXPENDITURES 


The Company continues to make large capital expenditures principally to meet both the demands for telecommu- 
nications services and the improvement of such services. Total consolidated investment in telecommunications and 
other property increased from approximately $7,100,000,000 at December 31, 1975 to approximately 
$13,200,000,000 at September 30, 1981, after giving effect to additions as well as retirements, but before deducting 
the accumulated depreciation at either date. 


Consolidated capital expenditures have been approximately as follows: 


TOT Grr ct ete cnet are $ 992,700,000 (EELS ieee mbit hetee lain wi een Pein 5 op $1,351,000,000 
[ OF fae erent tt ete ty eee eee $1 045,700,000 TOSO's..f. .cagersate MOOR ner  anRecaeeteL tron Sea wae $1,598 ,200,000 
|W ic alt ws estate tas Sells 4 She ai $1,184,000,000 1981 (nine months ended September 30)... $1,179,500,000 


Consolidated capital expenditures were approximately $1,725,000,000 in 1981 and are estimated to be approxi- 
mately $1,975,000,000 in 1982. More than half of such expenditures are expected to be financed from internal 
sources. 


As a result of Bell Canada’s own capital expenditure program, which totalled approximately $1,400,000,000 in 
1981 and is estimated to be approximately $1,625,000,000 in 1982, it has been necessary for it to obtain large 
amounts of new capital from external financing to supplement internally generated funds. Bell Canada expects that it 
will be necessary to obtain further large amounts of new capital, through debt and equity financing, to provide for fu- 
ture capital expenditures and to re-finance maturing long term debt. The balance of the Company’s consolidated cap- 
ital expenditures principally relates to Northern Telecom, which expects to finance its capital requirements in 1982 
primarily from internally generated sources. 


Bell Canada’s capital expenditure program is reviewed annually by the Canadian Radio-television and Telecom- 
munications Commission (““CRTC’’). 


DIVIDEND RECORD 


Bell Canada has paid dividends to its shareholders in respect of every year since 1881. During the past five 
fiscal years and the nine months ended September 30, 1981 Bell Canada has paid the following dividends per share*: 


Nine 
Year months 
1976 TOT? 1978 1979 1980 1981 
$ $ $ $ $ $ 

Common shares ie ee he ae ats cae Lei 1.33 9 eS2. 1.64 35 
$3220rconvertiblespreteredssharesaa = er Aa 3.20 3.20 3.20 3.20 3.20 2.40 
S3s3 4 convertible pretemedusharesmrm mene renee le 3.34 Ses: 3.34 3.34 3.34 2.50 
$4223 ‘convertible prekered sshaless nent shin eee. 4.23 4.23 4.23 4.23 4.23 Sh 
S22 Si CONVeEM ID etprelenic dashalcs west t emmy mtn 2.28 2.28 2.28 2.28 2.28 tz 
Sis9Gyconvertible prefermedisharcsmewens ta aranantien was — 0.97 1.96 1.96 1.47 
$20S5iconvertiblespretermedisharesmn srt) runner = == = = 1.03 1.54 
$225) pretermedyshancs seem ter cr sare creme PDS 2325 225 DD 72 Ds 1.68 
$1.80 prefered shatesrs iat cc.x- sc heats Jeiiecae. — 1.74 1.80 1.80 1.80 U.35 


*The amounts shown represent the dividends paid out during the periods. These amounts differ from those shown in Bell Canada’s financial 
statements wherein dividends are treated on an accrual basis. ; 


**Amounts have been adjusted for the three-for-one common share subdivision effective in April 1979. 
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On November 25, 1981, the Board of Directors declared a quarterly dividend of $0.49 per common share which 
was paid on January 15, 1982 to holders of record on December 15, 1981. This dividend represents an indicated an- 
nual dividend rate of $1.96 per common share. 


/ 


PRICE RANGE OF COMMON SHARES 


The common shares of Bell Canada are listed on the Montréal, Toronto and Vancouver Stock Exchanges in 
Canada, on the New York Stock Exchange, and on the stock exchanges in Amsterdam, Basle, Brussels, Diisseldorf, 
Frankfurt am Main, Geneva, London, Paris and Ziirich. The following table sets forth the combined price range and 
volume of the common shares traded on the Montréal and Toronto Stock Exchanges for the periods indicated. 


Number 
of shares 
Period High Low traded 
USS OMIstaCt At Chey sera eRe ee. Saree ee is mn Se ee. OAS Meena oy STs - $21% $17% 7,181,700 
PANG TOUTE & grag Bho Sora © Seed Bee ONS Fae MOR Rea REP ere ene ON 21% 17% 6,523,700 
Sita CLSENTUSTR ae Seo pled Rae hk neha ek REIS Re CME ene” oo, cy renee marae 20% 18% 5,232,900 
Buy CONDENIUSTE ye acl oe Out al ORCC er TS ERE ae ce RN lata he EES 20% 18% 5,117,500 
[OS LIE CURRIE? & Ob kes ry Oe Oe ORE Se ee Oe Cae: Seis Saya aaa 20 18% 6,013,700 
ENG MENUS, ork SC SIA ae lp FEED aoe Se rong 19% 18 7,450,900 
Ordlaquantersca es ete ee ws Berns rad Sale rca a ne sla aerated: Ae 19% 16% 6,170,100 
Octoverwe Meek. se3, ale Bits: ey MPLCCES. Serene Abc Bes rd 18% 17 1,676,400 
ING. Cr DCIMMENP IN OES Simei fe Mensa ct le lenient 5, <tc ep RES. # i 20 17% 2,406,800 
[DISS TONS, Satis Ain aie ceed, cece See ear eee es a oN 19% 18¥s 1,982,600 
MO SO a Ania g (COPANU ATI S29) ue Aa 1. ENS: phew nick aaah cake cane yes Oe 19% 17% 1,198,900 


On January 26, 1982 the closing sale price of the common shares on the Montréal and Toronto Stock Exchanges 
was $17%. 


EARNINGS COVERAGE 


The aggregate maximum annual dividend requirements for all preferred shares of Bell Canada outstanding on 
September 30, 1981 and after giving effect to this financing will amount to $ e . Consolidated income be- 
fore extraordinary items available for the payment of dividends for the twelve month period ended September 30, 
1981 was $460,471,000 or approximately @ times such dividend requirements. Income before extraordinary item, on 
a non-consolidated basis, for the twelve month period ended September 30, 1981 was $434,787,000 or approxi- 
mately @ times such dividend requirements. 


The aggregate maximum annual dividend requirements for all preferred shares of Bell Canada outstanding on 
September 30, 1981 (grossed up to a pre-tax equivalent basis using the Bell Canada income tax rate) and after giving 
effect to this financing, together with the maximum annual interest requirements of the long term debt of the Com- 
pany outstanding on September 30, 1981 will amount to $ e . Consolidated income before extraordinary 
items for the twelve month period ended September 30, 1981, before deduction of interest on long term debt and in- 
come taxes and adjusted for an imputed return on the net proceeds of this financing, was $ e or approxi- 
mately @ times consolidated interest and dividend requirements. Income before extraordinary item for the twelve 
month period ended September 30, 1981, on a non-consolidated basis, before deduction of interest on long term debt 
and income taxes and adjusted for an imputed return on the net proceeds of this financing, was $ e which is 
approximately @ times non-consolidated interest and dividend requirements. 


NET TANGIBLE ASSET COVERAGE 


Based on the consolidated balance sheet of the Company as at September 30, 1981 forming part of this pro- 
spectus (page 31), and after giving effect to this financing, consolidated net tangible assets would be as follows: 


(thousands of dollars) 
Telecommunications, manufacturing and other property, at cost (after deducting ~ 
accumulated depreciation)”. % 7. i ac sot ot bas elece eaten een are en RR Re a) $9,142,715 


MANS S CTTNS TEES os noc veg nec cae ek eh ES eee Te TE a ee ee ee 500.670 
GSAT 2901 beds TSS) ae ee an GPE el ROU rs Ben ot ES rae Pe sch aco Hc, lene “cua sah Eilon 8 aa ood hei Pecans cc ® 
OUeEassetsin. 2. hea Rae CG i ee ee ee ee a ee Sr ee reer 51,624 
. ® 
Less* Currentcliabilities,. 25.5". oth athe anew ee ee Rae Re ee a en EN eee, Spo OSs5383: 
Deferred: credits oF cea eee SR ee OR Ee ee ee OE er 1,509,165 
DY DUoCas gy aL 0Ce) Cowl era re isn Poe icin ores any Bite aren ERO a olo a S Ms Go we RIO Se TH Wid p08 ORO Waar oous 430,465 
leone: term-debt Gneluding amounts. dues wathin Onelycay) maar me ee tee eee eee 4,549,881 7,993,044 
Net fangible asséts-aayws Saar eee Ore Cee coerce est ETT as aa ee eo ees $ © 
Aggregate par value of all preferred shares ................ DMO, Al, eee ee ye 


On the above basis consolidated net tangible assets would be @ times the aggregate maximum par value of all 
preferred shares of Bell Canada; and consolidated net tangible assets of the Company (before deduction of long term 
debt of the Company) would amount to @ times the sum of the principal amount of such long term debt and the ag- 
gregate par value of all preferred shares of Bell Canada. 


Based on the non-consolidated balance sheet of Bell Canada as at September 30, 1981 set out in this prospectus 
as supplementary information and after giving effect to this financing, net tangible assets of Bell Canada available for 
all preferred shares would be ®@ times the aggregate maximum par value of all preferred shares of Bell Canada; and 
net tangible assets of Bell Canada (before deduction of long term debt of Bell Canada) would amount to @ times the 
sum of the principal amount of such long term debt and the aggregate par value of all preferred shares of Bell 
Canada. 


CONSOLIDATED CAPITAL STRUCTURE 


(dollars in thousands) 

At December 31, 1981, 
after giving effect 
to this financing 


(unaudited) 


/ 
September 30, 1981 December 31, 1981 


(unaudited) 


Shareholders’ Equity 


Common shares outstanding, par value $8'4(1)..... 


Convertible preferred shares 


$1,459,889 
(175,186,720 shs.) 


$1,479,008 (2) 


(177,480,915 shs.) 


$1,479,008 (2) 


(177,480,915 shs.) 


Outstancin ea Cl) ATS Mea: Bake annie eters oss 263,233 258,183 258,183 
IBIS UISS UG fap Rese es oo ye olspeeem e hs abegs, Taepsn Aslatnj —_ — C) 
Non-convertible preferred shares 
OwtstancimenGyer se. Cenk Weenie toenes Symi 104,430 103,436 103,436 
preimniunonecapitalastoCkyace emanate cris ety <t 983,088 1,005,162 1,005,162 
ConteibUlearsULpIUS Tee ia eee ei hs cere: 15,290 15,290 15,290 
Consolidated retained earnings ...... Lent. Sat oye) Wane AP? S35) ee Sooa(4) Ween Ss on(4) 
; 4,098,283 4,133,432 e 
Minority Interest in Subsidiary Companies 
ETTEINCCNSILATSS yt ce vahe ot aero T ae tom sca ene orgie alice es DS I (S)3} 28,153 (4) 28,153 (4) 
COMMGneSAneSma he Aa pe eens aes ik Sch. Pes ao eens 402,312 402,312 (4) 402,312 (4) 
430,465 430,465 430,465 
Debt (3) 
Bell Canada 
Long term debt (including amount due within one 
year) 
inst montcageyDONdS:(O) tare tekton sc ea. eee 1,652,566 1,652,566 1,652,566 
We bentUnese (ped eke erat na Bearer eae 1,695,000 1,761,586 (6) 1,761,586 (6) 
INGLES eter carte Sean Ease ey fering ore a iaariet sens 22,000 121,878 (6) 121,878 (6) 
Other prince tthe dave ons 6 cts 5 Te 62,446 61,025 61,025 
Exchange premium less discount, at time of issue, 
onidebispayablein WU. Se und: s) eremire trois a 112,669 IZ -Sy7h) 112,571 
Unrealized foreign currency losses ............. 199,920 167,922 167,922 
Long term debt — Bell Canada.............. 3,744,601 3,877,548 3,877,548 
INGIES poRN Glo ed ob ols oka On peace ode ooo. en cee 63,318 24,273 24,273 
DWebtiomBelli@anadag. es .cecs «+ ss oe cane 3,807,919 3,901,821 3,901,821 
Subsidiary companies 
including debt due within one year............... 1,003,508 990,190 990,190 
Hota b lamer mem tee ere. Cerne snr seis cat 4,811,427 4,892,011 4,892,011 
TOTAL CAPITALIZATION .................. $9,340,175 $9,455,908 $ © 


(1) 
(2) 


(3) 
(4) 
(5) 
(6) 


(7) 


Notes to Consolidated Capital Structure 


For description of capital stock, see notes 7, 8 and 9 of the Notes to Financial Statements. 

Under the Employees’ Savings Plan (1966) referred to under ‘‘Employees’ Savings Plans’’, as at December 31, 1981, deposits totalling 
$4,326,000 had been received from employees of Bell Canada and certain subsidiaries for the future purchase of common shares. 

All first mortgage bonds issued by Bell Canada rank pari passu with one another, and all debentures issued by Bell Canada rank pari passu 
with one another. For details of debt, reference is made to notes 10 and 11 of the Notes to Financial Statements. 

At September 30, 1981. 

Aggregate principal amounts of first mortgage bonds and debentures include $1,478 ,000,000 payable in U.S. funds. 

Includes the Canadian dollar equivalent of Swiss Francs 150,000,000 principal amount of 8'4%% Series 1 Notes and Swiss 
Francs 100,000,000 principal amount of 7%4% Series 2 Debentures issued on November 19, 1981 and due 1987 and 1993, respectively. 

See note 13 of the Notes to Financial Statements as to the extent of obligations arising by virtue of leases. 


1981 YEAR-END UNAUDITED OPERATING RESULTS 


The consolidated results for the three months and year ended December 31, 1981, along with the comparative 
figures for 1980, are set out below: 


(Dollars in-millions except per share amounts) 


Three months ended Year ended 
December 31, December 31, 
1980 1981 1980 1981 
(unaudited) : (unaudited) 
Telecommunications operations — 

Operating reVenNeS:<. 15 eee cen <5 Re rere kite cae $ 936.2 $1,115.8 $3 366.2 $4,035.1 
Manufacturing operations ——(saleswee-m scree to tee ee er 522.8 697.4 2,018.5 2,531.0 
Contract and other operations — ‘ 

operating TeVenues) a 4am tes sete een oer en ee ete: 206.5 261.4 652.3 823.8 
Income, beforeiextraordinary Item Sure sr eee ren te ae 92.2 182.4 B63) 550.7 
Extraordinary. items: .accie. nee ccna acd eatoe a ele ca tore neni net (90.0) — (90.0) 8.7 
Net income: .c.ter wus hh See ae trae eer. a stetekh yin at ean 22 182.4 Pap) 559.4 
Dividends ontpreterred:shareswee ween. eecks see tere tee ora 10.5 8.5 38.2 35.4 
Net income-applicable: torcomamonisharesaas =) ate a Ta (8.3) GSES 23995 524.0 
Earnings per common share* : 

== before extraordinany items eres once ene eee 0.49 0.99 2.00 2.97 

—— alten extraordinary items see nr etre te eel. cite eal eee (0.05) 0.99 1.45 3202. 
*Based on weighted average common 

shares.outstanding (thousands)i=. cr) aerate eel ne cher eee 165,669 176,431 162,762 173,586 


BUSINESS OF THE COMPANY 


Telecommunications operations 


The Company owns and operates about 10.1 million telephones in Canada, representing approximately 60% of 
the estimated 16.8 million telephones owned and operated by telephone companies in Canada. The Company ac- 
counts for approximately 95% of all telephones owned and operated by telephone companies in Ontario and Québec. 
Almost all of the Company’s telephones are dial-operated and equipped for Direct Distance Dialing. 


Bell Canada’s telephone subsidiaries provide substantially all the telephones in the areas they serve. 


The following table sets forth information concerning the Company’s telecommunications services: 


Nine months 


ended 
Year ended December 31, September 30, | 
1976 1977 1978 1979 1980 1980 1981 
Telephones in service’) (thousands) 
BUSINESS peter tes fev oee te ceca beeen em eT rts 2,579 2,674 2,776 2,890 2,992 2,982 3,042 
RESiGenC eee. ta raaien ier a eee se eed ener 6,079 6,308 6,552 6,752 6,996 6,972 7,043 
Motalitelephonesniuiservice een ene: 8,658 8,982 9,328 9,642 9,988 9,954 10,085 
Extensions included above"? 
(thousands) 
BUuSinGSSa ye ayrshire ePn  eires earn 1,579 1,627 1,684 1,748 1,810 1,796 1,823 
Residenceg.. as eee Cee ee re meee ee 1,584 1,681 1,784 1,869 1,927 1,944 1,872 
TotalkextenStonsuaey een eee era 3,163 3,308 3,468 3,017 SSN 3,740 3,695 
Long distance messages (millions) ............. 556 588 643 687 741 ebill 596 


(1) At end of period. 
(2) Under interim regulations adopted by the CRTC in the third quarter of 1980, subscribers may now connect their own terminal equipment 
' other than the main telephone which must be provided by Bell Canada to Bell Canada’s facilities. Under current regulations, all telephones in 
the service areas of Bell Canada’s subsidiary companies are required to be telephone-company owned and operated. 


10 


a4 


Integrated planning with other telephone companies in Canada and the United States enables the Company to 
provide its customers with telecommunications services throughout Canada, the United States and other parts of the 
world. Bell Canada is a member of the TransCanada Telephone System (‘‘TCTS’’), a working association of nine 
major Canadian telephone companies and of Telesat Canada (‘‘Telesat’’). The TCTS network provides a full range 
of coast-to-coast telecommunications services and a wide variety of transmission facilities including coast-to-coast 
microwave radio relay systems and satellite channels. . 


In addition to basic local and long distance residential and business telephone services, other telecommunica- 
tions services are provided by the Company. For instance, Bell Canada supplies customers with private branch ex- 
change (‘‘PBX’’) services, key telephone systems plus auxiliary services such as paging services, mobile telephones 
and automatic answering equipment. Bell Canada also sells new terminal equipment in the residence market and cer- 
tain in-place PBX and key systems. The Company’s network facilities meet a wide variety of customer needs, such 
as specialized telecommunications systems required by electric utilities, the broadcast industry and pipeline compa- 
nies. In addition, facilities for private line telephone and signal channel use are offered. Bell Canada in cooperation 
with TCTS plays a significant role in providing advanced data transmission facilities to meet the requirements of data 
communications users. 


Telesat was incorporated in 1969 for the purpose of establishing telecommunications satellite systems. In 1973 it 
began providing, on a commercial basis, telecommunications services between locations in Canada. The Canadian 
Government owns 50% of the.outstanding Telesat common shares, the Company owns 25% and other Canadian tele- 
communications common carriers own the balance. 


The principal telecommunications system in Newfoundland and most telecommunications services in certain 
parts of Ontario and Québec not served directly by Bell Canada are provided by Bell Canada’s telephone subsidiaries 
which at September 30, 1981 were: 


Telephones 
Name in service Service areas 
Newfoundland Telephone Company Limited (64.3% Company owned) ................ 207,216 Newfoundland 
Télébec Ltée (100% Company owned)............. RP eta ch teh ie aCe MPT: Rtas cet eeeae 168,659 Certain areas of Québec 
Northern Telephone Limited (99.8% Company owned) and 
The Capital Telephone Company Limited (100% Company owned) ................. 75,659 Certain areas of Ontario 


At September 30, 1981, Bell Canada also owned 36% of the outstanding common shares of The New 
Brunswick Telephone Company, Limited (“‘New Brunswick’’) and 37% of the outstanding common shares of Mari- 
time Telegraph and Telephone Company, Limited (‘‘Maritime’’). At September 30, 1981, New Brunswick and Mari- 
time had 400,076 and 516,338 telephones in service, respectively. 


Newfoundland Telephone Company Limited, New Brunswick, Maritime and Telesat are members of TCTS. 


Regulation 


Bell Canada is subject to the jurisdiction of the CRTC in various respects including its rates, costing and ac- 
counting procedures and the issuance of its capital stock. The CRTC is an agency of the Canadian Federal Govern- 
ment. 


There is no statutory requirement for the CRTC to fix a rate base and a rate of return on that base, or to fix a 
permissible level of earnings. The law requires that all rates shall be just and reasonable, and that Bell Canada shall 
not, in respect of rates or any services or facilities provided as a telephone company, make any unjust discrimination 
against any person or company or make or give any undue or unreasonable preference or advantage to or in favour of 
any particular person or company or any particular description of traffic. 


Since 1966 the method of testing the reasonableness of Bell Canada’s rates has taken the form of a rate of return 
on average total capital as determined for regulatory purposes. After taking into account the costs of outstanding debt 
and preferred equity capital, this method in effect becomes one of determining the permissible rate of return on av- 
erage common equity. Net income for such purposes is comprised of Bell Canada’s non-consolidated income before 
extraordinary items including the net revenues from Bell Canada’s contract with the Ministry of Post, Telegraph and 
Telephone of the Kingdom of Saudi Arabia (the ‘Saudi Ministry’’). For regulatory purposes Tele-Direct (Publica- 
tions) Inc., a subsidiary which publishes Bell Canada’s Canadian telephone directories, is considered an integral part 
of Bell Canada. In addition, effective January 1, 1982, net income for regulatory purposes also includes a deemed re- 
turn of 15'42% on an after-tax basis on Bell Canada’s deemed investment in all other subsidiary and associated compa- 
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nies. Such deemed investment comprises: (i) Bell Canada’s original cost of investment; (ii) Bell Canada’s share of 
the retained earnings as at January 1, 1982 of all non-integral subsidiary and associated companies; and (i11) any fu- 
ture shortfall between the deemed return from all non-integral subsidiary and associated companies and the actual 
dividend return. Average common equity for regulatory purposes is comprised of Bell Canada’s non-consolidated av- 
erage common equity as augmented by items (11) and (ili) above. 


On February 12, 1981, Bell Canada filed an application with the CRTC for approval of increased rates to be im- 
plemented September 1, 1981 and for the establishment of a rate of return for regulatory purposes for 1982 in the. 
range of 14'4% to 15% on average common equity. The application stated that the proposed rate increases, if imple- 
mented as requested, would add $183 million to 1981 revenues and $550 million to 1982 revenues. The CRTC 
issued its decision on September 28, 1981 and approved rate increases which became effective October 2, 1981 and 
which are expected to generate approximately $440 million in additional revenues in 1982. The decision also con- 
cluded that an appropriate rate of return on average common equity as determined for regulatory purposes should be 
14'4% with a permissible range between 144% and 147%4%. ‘ 


In its previous decision dated August 12, 1980, the CRTC had approved general rate increases, which were 
estimated to amount to $385 million in additional revenues in 1981, (as opposed to the $465 million requested by 
Bell Canada) and to provide a regulated rate of return on average common equity for 1981 of 12%. The decision re- 
quired the inclusion of the consolidated net incomes of two subsidiaries, Tele-Direct Ltd. and Bell Canada- 
International Management, Research and Consulting Ltd. in the net income of Bell Canada for regulatory purposes 
because these subsidiaries were considered to be integral parts of Bell Canada. The decision also required the inclu- 
sion of the shortfall between a prescribed minimum dividend return (15% of average book cost) on Bell Canada’s av- 
erage investment in Northern Telecom and the actual dividend on such investment. 


On May 9, 1980, the CRTC concluded a hearing on TCTS practices and settlement procedures and on certain 
other matters, and issued its decision (the “‘Decision’’) on July 7, 1981. The Decision orders the three TCTS mem- 
bers directly subject to the jurisdiction of the CRTC (Bell Canada, British Columbia Telephone Company and 
Telesat) to seek to renegotiate with the other provincially owned and/or regulated members of TCTS certain aspects 
of the current TCTS plan governing the settlement, apportionment and distribution of revenues from services classi- 
fied by TCTS as TransCanada services. The above three companies reported to the CRTC on January 7, 1982 that, 


as of that date, most of the other members of TCTS had agreed to commence negotiations. If the changes contem- 


plated by the CRTC in ordering such negotiations were to be implemented, it would be less attractive for certain 
TCTS members to offer in their operating territories certain competitive services that are designed to be national in 
scope (particularly in the field of data communications), thereby weakening the competitive position of all TCTS 
members, including Bell Canada, with regard to such national services. The Decision, as subsequently varied by the 
Government of Canada, also disallowed inter alia certain aspects of the proposed general tariff for satellite offerings 
filed by Telesat as offering an undue advantage to TCTS members. Telesat filed on January 15, 1982, revised tariffs 
which require Telesat to offer satellite channels directly to certain end-users, namely broadcasters and cable opera- 
tors, rather than solely through regulated telecommunications common carriers, as was formerly the case. 


The rates of Bell Canada’s subsidiary and associated telephone companies are subject to regulation by the pro- 
vincial regulatory authorities in the province in which such companies operate. . 
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Competition 


The Company does not have exclusive franchises to furnish its regulated telecommunications services. How- 
ever, no other company offers public switched network telephone service (local and long distance) in the Company’s 
service area. 


CNCP Telecommunications (‘“CNCP’’), a partnership comprised of the respective telecommunications divisions 
of Canadian Pacific Limited (“‘CP’’) and Canadian National Railway Company (‘‘CN’’), is a major competitor to 
Bell Canada in private line and data teiecommunications services. On June 14, 1976, CP, subsequently joined by 
CN, filed with the CRTC an application for orders requiring Bell Canada to provide for connection of its telephone 
system and that of CP Telecommunications and requiring Bell Canada to afford reasonable facilities for interchange 
and forwarding of telecommunications traffic between the systems of Bell Canada and CP Telecommunications. The 
CRTC’s decision was issued on May 17, 1979 and ordered Bell Canada to provide access to its public switched tele- 
phone network for data communications and certain restricted types of voice communications, subject to specific 


terms and conditions and at approved rates. The CRTC also concluded that it is necessary in the public interest to - 


protect Bell Canada’s long distance service and Wide Area Telephone Service (‘‘WATS’’) from direct competition 


12 
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and that CNCP should not be permitted to offer the equivalent of public long distance service. The May 17, 1979 de- 
cision has not had a significant impact on Bell Canada’s financial results. 


In addition to CNCP, some companies operate telecommunications systems providing themselves with telecom- 
munications services, mainly private line, similar to those offered by the Company; the Company does not believe 
that the aggregate volume of such systems is material. 


On November 13, 1979, Bell Canada filed an application for a determination by the CRTC as to whether or not 
it would be in the public interest to authorize the connection to its facilities of terminal equipment certified by the 
Department of Communications of Canada (the ‘‘DOC’’) as complying with standards specified by Bell Canada and 
approved in a tariff filed by Bell Canada with the CRTC. Previously, under applicable terminal tariffs, Bell Canada 
subscribers had only been permitted to connect to Bell Canada’s facilities certain types of terminal equipment which 
had been certified by the DOC and DOC certification had been confined to “‘passive’’ terminals, such as automatic 
answering units, that did not send routing signals to the telephone network. Bell Canada also prescribed interim re- 
quirements which, if approved by the CRTC, would have allowed for a limited degree of customer-provided terminal 
equipment. The application stated that any need for additional revenues would have to be obtained by means of in- 
creased rates in other areas. 


On August 5, 1980, the CRTC disallowed Bell Canada’s interim requirements and prescribed new interim re- 
quirements which, subject only to specified technical standards being met, granted the right to Bell Canada sub- 
scribers, with certain exceptions,.to connect customer-provided terminal equipment to Bell Canada’s facilities. The 
CRTC prescribed requirements provide in general that such equipment may be connected if a special agreement in 
the prescribed form has been completed by the subscriber and if a professional engineer has attested that the equip- 
ment meets the technical standards prescribed by the CRTC. 


As a result of the interim decision, Bell Canada has experienced increased competition in the provision of ter- 
minal equipment in its operating territory. However, while some revenue losses have been incurred, particularly in 
respect of business and residence auxiliary services and residence extensions, to date the interim decision has not had 
a material impact on Bell Canada’s financial results. In its most recent decision on Bell Canada’s request for a gen- 
eral increase in rates dated September 28, 1981, the CRTC acknowledged that the interim terminal attachment deci- 
sion would result in some revenue losses to Bell Canada and took an estimate of such losses into account in estab- 
lishing Bell Canada’s revenue requirement for the purposes of the decision. 


The terms of the interim decision are subject to change in the final decision. Hearings on the main application 
were completed on December 11, 1981. Final argument and rebuttal are scheduled to be filed by February 1, 1982. 


In January 1977, Bell Canada was informed that the Director of Investigation and Research appointed under the 
Combines Investigation Act (Canada) had submitted a statement of material to the Restrictive Trade Practices Com- 
mission (the ‘‘RTPC’’) suggesting that the public interest might best be served by dissolving Bell Canada’s owner- 
ship ties with Northern Telecom. During the course of the public hearings on this matter, which commenced on June 
15, 1977, the RTPC indicated that, in addition to divestiture, it considers itself free to make recommendations 
relating to the manufacture, production, distribution, purchase, supply and sale of communications systems, commu- 
nications equipment and related products. During the hearings the RTPC has heard evidence and arguments on the 
issue of terminal attachment (i.e. the connection to Bell Canada’s facilities of customer-provided terminal equipment) 
and the RTPC issued to the Minister of Consumer and Corporate Affairs of Canada on September 10, 1981 a report 
on this first phase of the inquiry. The report which the Minister made public on October 9, 1981, recommends that 
customers of Canadian telecommunications carriers (including Bell Canada) be able to own the terminal equipment 
attached to the telecommunications networks of such carriers and favours an increased number of suppliers from 
which such customers could obtain such equipment. In the view of the RTPC, Bell Canada would be free to sell or 
rent terminal equipment (which would include equipment manufactured by Northern Telecom) through an arm’s 
length subsidiary whose activities, costs and revenues would fall outside regulation. The report proposes a transi- 
tional period of approximately ten years to allow both the carriers and their customers to adjust to the deregulation of 
the distribution of terminal equipment. Following the transitional period the sale and rental of terminal equipment 
would be completely unregulated. 


In the second phase of the hearings, completed in November 1981, the Director of Investigation and Research, 
who had earlier recommended that Bell Canada divest itself of Northern Telecom, instead argued that, as the 
preferred alternative, Bell Canada be required to purchase all goods and services through competitive bidding from 
Northern Telecom and other suppliers. The RTPC’s final report, dealing with the issues of vertical integration and 
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equipment procurement, is expected to be issued in 1982. The governing statute, the Combines Investigation Act 
(Canada), does not specify what action, if any, the Minister may take upon receipt of the RTPC’s reports. 


Manufacturing operations 


Northern Telecom is the largest telecommunications equipment manufacturer in Canada, and is the second 
largest manufacturer in North America of such equipment sold in North America. Northern Telecom sells to most 
segments of the Canadian telephone operating company market and has a major portion of such market for the types 
of products manufactured by it. Other major telecommunications equipment manufacturers, including subsidiaries of 
British Columbia Telephone Company, International Telephone and Telegraph Corporation (“‘ITT’’) and Siemens 
AG, which manufacture such equipment in Canada, as well as specialized manufacturers, such as Mitel Corporation, 
compete for sales to all Canadian telephone operating companies including Bell Canada. In 1980 and 1979 about 
61% and 56% respectively, of Northern Telecom’s consolidated telecommunications equipment manufacturing sales 
were to purchasers other than Bell Canada, its telephone subsidiary and associated companies. For the same periods, 
approximately 38% and 35%, respectively, of such consolidated sales of Northern Telecom were to customers in the 
United States and 4% and 3%, respectively, were to customers outside Canada and the United States. The telecom- 
munications equipment business accounted in 1980 for 85.2% of consolidated revenues of Northern Telecom. 


Telecommunications products 


Northern Telecom designs, develops, manufactures and sells central office switching equipment, subscriber ap- 
paratus and business communications systems, transmission equipment and wire, cable and outside plant products. 


Switching equipment is used in telephone exchanges to connect both local and long-distance calls. Northern 
Telecom’s latest generation of switching equipment is its Digital Multiplex System (‘‘DMS’’*) family of electronic 
switching systems, which uses computer-stored-program control techniques and advanced electronic circuitry. DMS 
systems includes the DMS-1, a subscriber carrier system and remote switch and the DMS-10, a digital switching 
system with a capacity of over 6,000 lines, both introduced in 1977. The DMS family, consisting of the DMS-100 
local switch, the DMS-200 toll switch, the DMS-100/200 local/toll switch and the DMS-300 international gateway 
switch was introduced during 1978 and 1979. DMS-100 and 200 have capacities of up to 100,000 lines and 60,000 
long-distance circuits, respectively. The DMS-250, a digital tandem switching system for use by specialized common 
carriers, has a 30,000 trunk capacity and was introduced in 1981. 


Subscriber apparatus is the equipment used on the subscriber’s premises and consists mainly of telephone sets 
and peripheral devices such as automatic repertory dialers and handsfree speaker units. Northern Telecom manufac- 
tures dial telephones, key telephone ‘sets, decorator telephones, multiline station equipment, single-slot coin tele- 
phones, speaker units and conference modular units. 


Displayphone* integrates conventional voice communications with the ability, for example, to input or access 
information in data banks and display it on a video screen. Controlled market trials of the Displayphone* were 
carried out in 1981 in Canada and the United States and product introduction is expected in the first half of 1982. 


Business communications equipment manufactured by Northern Telecom includes data networks, key telephone 


systems and PBX systems. Products include: SL-1*, a digital PBX for the business communications systems market; 
SL-10*, a packet switching system; SL-100* a larger digital PBX; the Electronic Switched Network which uses the 
SL-1* or SL-100* system and provides networking capabilities; and for the small business market, VANTAGE 12%, 
an electronic key telephone system. 


Transmission equipment consists of a variety of electronic products used to carry telecommunications traffic, 
voice and data, between locations, such as a house and a central office, central offices within a city, locations in two 
different cities, or across a continent. Northern Telecom manufactures all four major categories of transmission 
equipment: multiplex, line carrier (including optical fiber systems and a range of compatible components), micro- 
wave radio and line conditioning equipment. Products include the DRS-8*, a digital microwave radio system; the 
FD-1, FD-2 and FD-3 fiber optic cable transmission systems; the DE-4, a digital PCM (pulse code modulation) 
channel bank; and the VF 300 line, a broad range of products used primarily to provide connections between terminal 
equipment and transmission facilities. 


*Denotes Trademark 


Other telecommunications equipment products of Northern Telecom and its subsidiaries include communications 
wire and cable, maintenance and test equipment and outside plant equipment including terminals, closures and pro- 
tectors. 


4 
Markets and competition 


Canada 


The primary market in Canada for telecommunications equipment consists of telephone operating companies. 
During the twelve months ended December 31, 1980, the number of telephones owned and operated by Canadian tel- 
ephone companies increased by about 732,000 telephones, of which 47% were owned and operated by the Company. 
In the five year period ended December 31, 1980, the estimated number of telephones in Canada, owned and oper- 
ated by telephone companies, increased from about 13.9 million to about 16.6 million. 


Northern Telecom’s largest customer for telecommunications products is Bell Canada. The Company and asso- 
ciated companies own and operate approximately 66% of all telephones owned and operated by telephone companies 
in Canada. The remaining Canadian market consists mainly of provincially or municipally owned telephone operating 
companies in Manitoba, Saskatchewan and Alberta and subsidiaries of General Telephone & Electronics Corporation 
(‘GTE”’) operating in British Columbia and in parts of Québec. 


United States 


Most of Northern Telecom’s full line of telecommunications products marketed in the United States is manufac- 
tured there. 


Northern Telecom’s telecommunications equipment market in the United States includes the telephone operating 
company segment comprising American Telephone and Telegraph Company with its subsidiary operating companies 
(“‘AT&T’’) as well as those telephone operating companies which are independent of AT&T. In addition, Northern 
Telecom markets a full line of subscriber apparatus and business communications systems, directly and through dis- 
tributors, in the U.S. interconnect market, which consists of end-users (principally large business concerns and insti- 
tutions) who obtain their office communications systems from other than telephone operating companies as well as to 
specialized telecommunications common carriers. 


In the United States, the largest manufacturer of telecommunications equipment is Western Electric Company, 
Incorporated (‘“Western Electric’’), a subsidiary of AT&T, which to date has sold almost exclusively to AT&T and 
to the United States Government and military. Competitors for the remainder of the telephone operating company 
market include GTE Automatic Electric Incorporated (a subsidiary of GTE), ITT North Electric Co. (a subsidiary of 
ITT), other manufacturing affiliates of ITT, Stromberg-Carlson Corporation (a subsidiary of General Dynamics Cor- 
poration), subsidiaries of large Japanese and European manufacturers, as well as many specialized manufacturers, 
such as Rolm Corporation. | 


On January 8, 1982 the U.S. Department of Justice announced that it had reached agreement with AT&T on the 
terms of a modification of the 1956 AT&T Consent Decree. Under the modified Decree, AT&T will undertake an 18 
month reorganization, after which its local Bell operating companies providing local exchange telephone services will 
be divested by AT&T. The modified Decree forbids the operating companies from discriminating against AT&T’s 
competitors with respect to procurement, interconnection of equipment or services, the establishment and disclosure 
of technical specifications, and the planning of new facilities and services. Under the modified Decree, AT&T will 
retain its ownership of Western Electric and Bell Telephone Laboratories, as well as a nationwide intercity network 
composed of its Long Lines Department and the intercity facilities of its operating companies. The effect of the 
modified Decree on Northern Telecom cannot be predicted at this time. 


Other countries 


Markets outside North America include telecommunications systems owned primarily by governments. Al- 
though the potential growth of these markets is considered higher than that in North America, access to them is more 
difficult because of government policies favouring purchases from traditional suppliers and the different technical re- 
quirements of the many countries involved. 
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Electronic office systems 


The electronic office systems (‘‘EOS’’) business designs, manufactures, sells, leases and services computer ter- 
minal systems, including peripheral equipment used in the accessing, processing, storage and transmission of data. 
Northern Telecom entered this business in 1978 by acquiring two United States corporations, Data 100 Corporation 
(‘‘Data 100’’) and Sycor, Inc. (‘‘Sycor’’), manufacturers of computer terminal systems, to participate in the markets 


evolving from the confluence of computer and telecommunications technologies. In 1980, the EOS business experi-. 


enced a significant loss, necessitating write-offs and expense provisions as described under “‘Management’s 
Discussion and Analysis of Consolidated Operating Results’’ 


Computer terminal systems have different applications. Distributed data entry and processing (‘‘DDP’’) systems 
perform certain computer functions at locations remote from a large central computer, store the resultant data and 
communicate such data to a large central computer at various time intervals. Northern Telecom’s DDP systems in- 
clude the Models 405, 435, 445, 503 and 585. The Model 585 features a new processor and Winchester disk data 
storage technology. The Model 503, announced in July 1981, is a micro-processor-based Desk-Top DDP system. 
On-line, plug-compatible terminal systems communicate interactively with central computers over telephone lines on 
a continuous basis. Northern Telecom has a family of on-line data display systems consisting of the Model 296C, a 
small cluster remote controller, and the Model 294C, a large cluster remote controller. Remote batch terminal sys- 
tems and remote data entry systems provide routine high volume data entry for transmission to a central processing 
unit. Omniword*, a word processing package, introduced in 1981, includes a letter-quality printer and integrates data 
processing and word processing on Northern Telecom’s Model 405, 435, 445, 503 and 585 DDP systems. IRIS*, or 
Intelligent Remote Input Stand, also introduced in 1981, is a desk-top unit which is attached to an IBM typewriter to 
convert it to a low-cost electronic mail terminal with word processing capabilities. 


The principal users of the systems manufactured and marketed are large and medium-sized industrial and finan- 
cial firms, as well as universities and government agencies. Northern Telecom sells, leases and services its products 
in the United States and Canada principally through its own marketing and field service staff. Outside North America 
it sells, leases and services its products through its own marketing and field service organization and various distribu- 
tors and licensees. A substantial portion of the DDP equipment business is conducted through leasing rather than 
through outright sales; the majority of leases are for terms of one to three years. ~ 


Backlog 


Northern Telecom’s order backlog at September 30, 1981 amounted to $1.27 billion, up from $1.19 billion at 
the end of the second quarter of 1981 and compared with $990.6 million at September 30, 1980. Demand for tele- 
communications equipment products accounted for substantially all of the order backlog. 


Contract and other operations 


Bell Canada provides consulting services under contract to clients, principally foreign telecommunications or- 
ganizations. Following the decision by the government of the Kingdom of Saudi Arabia to award a contract for the 
extension, modernization, operation and maintenance of the Saudi Arabian telephone system to a consortium 
consisting of Bell Canada, Philips of the Netherlands and L.M. Ericsson of Sweden, Bell Canada signed, on January 
25, 1978, a separate five year contract, having an estimated value of 3.4 billion ‘Saudi Riyals (currently equivalent to 
approximately $1.2 billion) with the Saudi Ministry, principally for the operation and maintenance of the telephone 
system and for the construction of certain facilities in the Kingdom. The contract, subsequently increased in size to 
about 3.9 billion Saudi Riyals (currently equivalent to approximately $1.4 billion), contains provisions pursuant to 
which it may be terminated by the Saudi Ministry in certain cases, including failure by Bell Canada to carry out its 
obligations thereunder or certain events of bankruptcy or insolvency. In addition, the Saudi Ministry may terminate 
the contract in its discretion, in which case the contract provides that Bell Canada shall be compensated fairly for any 
losses incurred in such respect. Bell Canada required extensive supporting services in Saudi Arabia in connection 
with its performance of this contract, and for this purpose has retained established business concerns in Saudi Arabia 
to provide such services. These concerns are being compensated by Bell Canada in amounts aggregating approxi- 
mately 8% of the gross proceeds of the contract. For guarantees furnished in respect of contract operations, see note 
12 of the Notes to Financial Statements. 


It is hoped that it will be possible to negotiate an extension to the present contract for a further five years. At this 
time, there is no assurance that this may be possible. 


*Denotes Trademark. 
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Tele-Direct Ltd., indirectly a wholly-owned subsidiary of Bell Canada, is engaged through subsidiary and asso- 
ciated companies in the sale of telephone directory advertising and the publishing and printing of white and Yellow 
Pages* directories for Bell Canada and other telephone companies. 

/ 


Printing of directories is carried out by Ronalds-Federated Limited (‘‘Ronalds’’), a 69.6% owned subsidiary ac- 
quired in the second half of 1980 by Tele-Direct Ltd. Ronalds is also engaged in the production of packaging mate- 
rials, magazines, books and a variety of other general commercial printing activities. 


Bell Communications Systems Inc., a wholly-owned subsidiary of Tele-Direct Ltd., commenced operations in 
January 1981 to compete in terminal interconnect markets and is engaged in the sale, installation and maintenance of 
PBX systems, key telephone systems and ancillary equipment manufactured by Northern Telecom and others. 


Research and development | 


The Company has a separate research and development organization, Bell-Northern Research Ltd. (‘‘BNR’’), to 
develop new products, making it largely self-sufficient in design and technology for telecommunications products. In 
1980 and 1979, the Company’s expenses for research and development aggregated about $197,000,000 and 
$184,000,000, respectively. Approximately $97,000,000 and $92,000,000, respectively, of these amounts were paid 
to BNR, which is owned 70%. by Northern Telecom and 30% by Bell Canada. 


BNR is the largest private industrial research and development organization in Canada. It operates research and 
development laboratories and conducts a major part of the Company’s research activities, including research, design, 
development, long-range planning and systems engineering in all phases of telecommunications. A United States 
subsidiary of BNR carries out research and development activities, primarily in the field of electronic office systems, 
at three locations in the United States. BNR and its subsidiaries had a staff of approximately 2,900 employees at 
September 30, 1981, including approximately 1,800 scientists, engineers, industrial designers, graduate technologists 
and other professional personnel. 


In addition, Northern Telecom has a patent licensing agreement with Western Electric by which Northern 
Telecom may use, for the life of each patent, any United States Bell System invention made prior to June 30, 1980, 
on which patents have been issued as at such date or are subsequently issued. Under this agreement, Western Electric 
has the right to use Northern Telecom’s patents. The latest agreement expired on June 30, 1980 and a successor 
agreement is currently being negotiated. 


Property 


The physical properties of Bell Canada, principally used for telecommunications operations, do not lend them- 
selves to description by character and location of principal units. At September 30, 1981, central office equipment 
represented 35% of Bell Canada’s investment in telecommunications property; land and buildings (occupied princi- 
pally by central offices) represented 8%; telecommunications instruments and related wiring and equipment, 
including private branch exchanges, substantially all of which are on the premises of customers, represented 19%; 
connecting lines not on customers’ premises, the majority of which are adjacent to or under public roads, highways 
and streets, and the remainder, on or under private property, represented 30%; plant under construction, material and 
supplies, work equipment and office furniture comprised the remaining 8%. The physical properties of Bell Canada 
are subject to liens created by a Trust Indenture and Mortgage dated as of March 1, 1925, and indentures supple- 
mental thereto. 


The physical properties of Bell Canada’s telephone subsidiaries are represented by the same kind of assets as 
those of Bell Canada. The physical properties of Newfoundland Telephone Company Limited and Télébec Ltée are 
subject to fixed and specific first mortgages and charges securing their respective debt obligations. 


At September 30, 1981, Northern Telecom occupied facilities containing 10.4 million square feet, of which 
63% was situated in Canada and 35% in the United States. The proportion of space devoted to plant, repair and 
warehouse facilities was approximately 76%, with the remainder devoted to other uses. Leased property accounted 
for 47% of the total facilities occupied. 


*Denotes Trademark. 


Employee relations 


At September 30, 1981, Bell Canada had approximately 59,200 employees. Most of the 43,100 non- 
management personnel are represented by two unions: 19,100 employees are represented by the Canadian Telephone 
Employees’ Association (““CTEA’’) of which 18,500 are clerical and associated personnel and 600 are sales per- 
sonnel; 22,700 employees are represented by the Communications Workers of Canada (‘‘CWC’’) of which 15,800 
are craft and services employees and 6,900 are operator services employees (principally telephone operators) and 
dining service employees. 


On December 17, 1981, a new two-year contract expiring on December 16, 1983 was signed with the CTEA 
representing the clerical and associated personnel. The contract covering the sales personnel expired on November 
30, 1981; negotiations with the CTEA commenced on September 10, 1981, and are continuing. 


A three-year contract with the CWC representing the craft and services employees, expired on November 30, 
1981; a three-year contract with the same union, but covering the operator services and dining service employees, ex- 
pired on November 24, 1981; negotiations with the CWC commenced on September 3, 1981, and are continuing. 


At September 30, 1981, Northern Telecom and its subsidiaries employed approximately 35,100 persons, 20,800 
in Canada, 12,300 in the United States and the balance outside North America. Northern Telecom’s principal labour 
contracts are in Canada and cover appoximately 59% of Northern Telecom’s Canadian employees. Six of the 23 
labor contracts covering about 84% of the unionized workforce in Canada will expire in February 1982. Negotiations 
are currently in progress. Six other contracts covering an additional 2% of the workforce will expire during the re- 
mainder of 1982. At January 27, 1982, 11 other contracts covering the remaining 14% of the unionized workforce 
had expired and were under negotiation. Labour contracts in the United States cover approximately 11% of Northern 
Telecom’s United States employees and no major United States contracts expire in 1982. 


At September 30, 1981, the other subsidiaries of Bell Canada had approximately 7,500 employees of whom ap- 
proximately 51% were unionized. 


a4 


MANAGEMENT’S DISCUSSION AND ANALYSIS OF CONSOLIDATED OPERATING RESULTS 


Consolidated operating results of Bell Canada and subsidiary companies for the nine months ended September 
30, 1981 and 1980 and the five years ended December 31, 1980 are presented in the audited consolidated income 
statement included on page 30. Substantial variations in these results for the nine months ended September 30, 
1981 as compared to the same period of 1980 and for the fiscal year 1980 as compared to 1979 and 1979 as 
compared to 1978 are explained below. 


First nine months of 1981 versus first nine months of 1980 
Telecommunications operations | 


Operating revenues increased by $489.4 million or 20.1% in the first nine months of 1981 over 1980. The 
improvement during the first nine months of 1981 resulted from an increase in revenues of approximately $235 
million, attributable to Bell Canada’s rate increases which became effective August 17, 1980, together with an in- 
crease in demand for telecommunications services. 


Operating expenses increased by $337.6 million (18.4%), in the nine months ended September 30, 1981, as 
compared to the same period of 1980. Slightly more than one half of the increase in operating expenses was 
attributable to higher wages and other employee-related costs. Increased depreciation charges account for about 14% 
of the increase in operating expenses, while approximately 9% was due to taxes other than income taxes. The 
expenses for other goods and services, which increased as a result of growth and inflationary pressures, are 
responsible for the remainder of the increase. 


Manufacturing operations 


Sales of manufactured products for the first nine months of 1981 increased by $337.9 million (22.6%) 
compared with the same period of 1980. Telecommunications equipment sales continued to increase in the first nine 
months of 1981 as compared with the 1980 period, mainly as the result of increased shipments of the DMS-100 
family of digital central office switching systems and, to a lesser extent, transmission products. 


Revenues from EOS showed a slight improvement in the third quarter of 1981 as compared with the third 
quarter of 1980. EOS revenues for the first nine months of 1981 were approximately the same as those reported in 
the 1980 period. 


Cost of sales for the nine months ended September 30, 1981 represented 72.2% of sales compared to 73.4%, 
for the same period in 1980. This reflects the improvement in profit margin in sales of digital switching equipment, 
but the profit margin from that product is still below those of other telecommunications equipment product lines. 


During the first nine months of 1981, research and development (“‘R&D’’) expenses were $124.6 million, 
an increase of 18.1% compared to the same period of 1980. The R&D expenses represent 6.8% of sales for the 
nine months ended September 30, 1981 compared to 7.1% for the same period of 1980. Selling, general, 
administrative and other expenses, excluding R&D, amounted to $253.7 million (13.8% of sales) during the first 
nine months of 1981, compared to $233.8 million (15.6% of sales) during the same period of 1980; the decline in 
1981 percentages compared with 1980, results mainly from improved control over selling, general and administrative 
expenses. 


Northern Telecom’s contribution to consolidated income was adversely affected by continued losses in its EOS 
business in the first nine months of 1981; however, these losses, which are calculated after taking into account an al- 
location of general corporate costs, were at a sharply reduced level compared with the comparable period in 1980. 
Northern Telecom anticipated that its EOS business would incur a loss on such basis for the year 1981, as steps con- 
tinued to be implemented to minimize operating expenses. 


Contract and other operations 


Net revenues for the first nine outs of 1981 increased by $22.6 million, compared with the same period of 
1980. The increase during the nine months is mainly attributable to the results of a subsidiary in the printing 
business acquired by purchase in the third quarter of 1980, and higher contract operations revenues generated 
during the third quarter of 1981. 


Interest charges 


Total interest charges increased by $65.9 million during the nine months ended September 30, 1981 over the 
same period in 1980. The increase reflects additional long term debt issued in the second half of 1980 and in the first 
part of 1981. 
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Net income 


For the nine months ended September 30, 1981 the consolidated net income was $377.0 million compared to 
$271.5 million for the same period of 1980. The increase in net income for the nine months ended September 30, 
1981 compared to the same period of 1980 was due to the increase in net revenues — Telecommunications opera- 
tions and Contract and other operations and the improved performance of Northern Telecom, especially during the 
second and third quarters of 1981. 


1980 versus 1979 and 1979 versus 1978 
Telecommunications operations 


In 1980, operating revenues increased by 13.7% to $3,366.2 million while operating expenses rose by 16.2% 
to $2,497.6 million. In 1979, the increase in revenues was 13% and the increase in operating expenses was 15.2%. 
An increase in Bell Canada’s rates, made effective August 17, 1980, produced an increase in operating revenues esti- 
mated at $140 million in that year and generated approximately $376 million in operating revenues in 1981. Bell 
Canada’s previous rate increase, granted in August 1978, is estimated to have generated revenues of $89 million in 
1978 and $247 million in 1979. 


In 1980, 741 million long distance messages were handled, 7.8% more than in 1979. The increase in 1979 
over 1978 was 6.9%. The total number of telephones in service at year-end 1980 was 10 million, including 3.7 
million extensions. This marked an increase of 3.8% over 1979 for total telephones, excluding extensions, and 
3.3% for extensions. The corresponding increases for 1979 over 1978 were 2.8% and 4.3%. 


Wages, salaries and related expenses together with depreciation charges, all of which are subject to inflationary 
pressures, are the major components of operating expense in telecommunications operations. During the last three 
years they have accounted for the major part of year-over-year variances in telecommunications operating expenses. 
Depreciation charges have increased primarily as a result of new capital investments and the increased cost of new 
plant and equipment. 


Manufacturing operations 


~ 


Sales of manufactured products increased in 1980 to $2,018.5 million from $1,864.1 million in 1979 and 
$1,470 million in 1978. The 1980 increase reflects a higher level of sales of telecommunications equipment, but 
this was offset in part by a decline of $90.8 million in revenues from the EOS business. 


In 1979, approximately $200 million of the $394.1 million net increase in sales was attributable to the inclusion 
for the full year of acquisitions made during 1978, while the balance was largely due to increased demand in the 
United States for Northern Telecom’s digital communications systems. Increases in Canadian sales for 1979 were 
offset by the effect of discontinuance, as of December 31, 1978, of the Canadian electrical and electronic products 


distribution business conducted by two of Northern Telecom’s subsidiaries, Nedco Ltd. and Zentronics Ltd., which 
had recorded sales of $162.8 million in 1978. 


Most of the growth in sales of telecommunications equipment in 1980 occurred in sales of central office tele- 
phone switching systems, notably the DMS family of switches. Production and shipments of these switches to cus- 


tomers throughout the United States and Canada increased from $36 million in 1978 to $126.9 million in 1979 and 
$268.5 million in 1980. 


Sales of subscriber apparatus and business communications systems rose to $618.6 million in 1980 from $524.7 
million in 1979. This growth is attributable to increased sales of the SL-1 digital business communications system 
and a number of other products which have been introduced by Northern Telecom during the past few years. Sales of 
transmission products were also up in 1980, to $277.5 million from $227.3 million in 1979. 


Northern Telecom’s EOS business was formed in 1978 by the acquisition of Sycor and Data 100. During 1980, 
revenues from this activity declined sharply, to $259 million from $349.8 million in 1979. This revenue decline was 
due in part to Northern Telecom’s decision, in the second quarter of 1980, to discontinue sales to third parties of 
equipment which is on lease to customers on operating leases. Such sales to third parties had been made by Sycor 
and Data 100 prior to their acquisition by Northern Telecom. The decision to discontinue third-party lease sales was 
made to permit an increase in Northern Telecom’s lease base in anticipation of potentially greater revenues and earn- 


ings at the sacrifice of the immediate cash flow and short-term profits. However, during the second half of 1980, 
revenues generated from the lease base continued to decline. 
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The problems encountered in integrating the businesses formerly conducted by Data 100 and Sycor contributed 
significantly to the decline in EOS revenues, including revenues from the lease base. Measures were taken to 
restructure the EOS business, streamline its organization and improve its product lines. In particular, these measures in- 
cluded the closing of two manufacturing plants and the movement of production lines of key products to more effi- 
cient facilities. These actions disrupted the production of new systems and the refurbishing of equipment in the lease 
base and thus brought about a further deterioration in the business. In 1981, Northern Telecom introduced a number 
of new products and enhancements of existing product lines for the EOS market. 


Gross margins of the manufacturing operations declined to 24.9% in 1980, from 31.9% in 1979 and 32.1% in 
1978. Selling, general and administrative expenses rose substantially in 1980, to $341.4 million from $280 million 
in 1979 and $228.9 million in 1978. Contributing to the drop in margins in 1980 were costs arising from expansion 
of Northern Telecom’s manufacturing capacity and from bringing on stream production of new telecommunications 
products, especially the new DMS digital switching systems. In addition, there were the costs associated with the 
plant closings referred to above, including appropriate provision for the termination of employment of those people 
affected, for possible equipment repurchase, for uncollectible receivables and for inventory write-downs. 


Other expenses, mainly for R&D related to manufacturing operations, were $140.9 million in 1980, compared 
to $132.6 million in 1979 and $97.8 million in 1978. The major factor in Northern Telecom’s current R&D spending 
is development work on its digital switching and transmission products. 

Northern Telecom has recorded tax benefits of $32.6 million on a portion of the losses incurred in 1980 in its 
United States operations. In the opinion of management, sufficient taxable income will be earned in 1981 to make 
use of these benefits in that year. An additional $150 million of losses in U.S. and other operations, primarily 
incurred in 1980, is available to offset taxes payable in future periods, provided sufficient taxable income is earned. 


Extraordinary item 

Due to the deterioration in 1980 of its EOS business, Northern Telecom recorded an extraordinary loss of 
$163.8 million in 1980. This write-off consisted of approximately $106 million of unamortized goodwill and tech- 
nology investments, and approximately $57 million relating to the discontinuance of certain elements of the EOS 
business. | 

As owner of 54.7% of Northern Telecom, as at December 31, 1980, Bell Canada’s share of this loss on consoli- 
dation was $90 million, equivalent to $0.55 per Bell Canada common share. Under United States generally accepted 
accounting principles, the above write-off would not be reported as an extraordinary item. 


Contract and other operations 

Most of the increases recorded in net revenues — contract and other operations for 1980 and 1979 are due to 
generally higher levels of activity in those years, associated particularly with the Saudi Arabian contract. Also, the 
1980 figures reflect the results of a subsidiary in the printing business, from the date of its acquisition in the third 
quarter of 1980. 


Net income 


Consolidated income before extraordinary items was $363.7 million or $2.00 per common share in 1980. This 
compares with $433.2 million ($2.64 per share) in 1979 and $370.6 million ($2.49 per share) in 1978. The decline 
in 1980 as compared to 1979 resulted mainly from difficulties encountered in Northern Telecom’s operations, partic- 
ularly in the EOS sector of its business. 

In 1979, Northern Telecom’s contribution to consolidated income was $64.8 million or $0.42 per common 
share; in 1980, however, Northern Telecom’s results reduced consolidated income before extraordinary items by 
$11.9 million ($0.07 per common share). j 

After taking into account the extraordinary loss of $90 million ($0.55 per common share) related to write-offs 
by Northern Telecom in 1980, Bell Canada’s consolidated net income was reduced to $273.7 million or $1.45 per 
common share. 


ZA 


Directors 


MANAGEMENT 


At December 31, 1981, the directors of Bell Canada, who are elected annually and hold office until the next 
Annual General Meeting or until their successors are elected or appointed, were as follows: 


Name and municipality of residence 


+MARCEL BELANGER, O.C., C.A. 
Québec, Québec 


GEORGE ALLAN BURTON, D.S.O., E.D. 


Milton, Ontario 


* ALBERT JEAN DE GRANDPRE, O.C., Q.C. 


Outremont, Québec 


JAMES DOUGLAS GIBSON, O.B.E. 
Toronto, Ontario 


HENRY CLIFFORD HATCH 
Windsor, Ontario 


*JAMES WINSLOW KERR 
Toronto, Ontario 


*+PAUL HENRI LEMAN, O.C. 
Outremont, Québec 


*W ALTER FREDERICK LIGHT 
Toronto, Ontario 


HELEN LAVINA MARGISON 
Toronto, Ontario 


+EDWARD NEIL MCKELVEY, Q.C. 
Saint John, New Brunswick 


*TJOHN HENDERSON MOORE 
Lambeth, Ontario 


JOSEPH DEAN MUNCASTER 
Toronto, Ontario 


*GERARD PLOURDE, 0.C. 
Montréal, Québec 


ROBERT JOHN RICHARDSON, Sc.D. 
Greenville, Delaware, U.S.A. 


JOHN PARMENTER ROBARTS, P.C., C.C., Q.C. 


Toronto, Ontario 


*HAROLD ROCKE ROBERTSON, C.C. M.D. 


Mountain, Ontario 


TLUCIEN GILBERT ROLLAND 
Montréal, Québec 


* JAMES CARDEN THACKRAY 
Toronto, Ontario 


ORLAND TROPEA 
Pointe Claire, Québec 


TLOUISE BRAIS VAILLANCOURT 
Outremont, Québec 


*Member of the Executive Committee. 


+Member of the Audit Committee. 


Principal occupation 
President, Gagnon et Bélanger Inc. 
(management consultants) 


Company Director 


Chairman of the Board and Chief Executive Officer, 
Bell Canada 


Chairman of the Board of Canadian Reinsurance Company 
and of Canadian Reassurance Company 


Chairman of the Board, Hiram Walker Resources Ltd. 
(producer of distilled spirits, gas and oil) 


Consultant to and Director of TransCanada PipeLines Limited 
(natural gas transmission) 


Company Director 


President and Chief Executive Officer, Northern Telecom Limited 
(telecommunications equipment manufacturer) 


Company Director 


Partner, McKelvey, Macaulay, Machum 
(barristers and solicitors) 


Chairman, Executive Committee of the Board of Directors, 
London Life Insurance Company : 


President and Chief Executive Officer, 
Canadian Tire Corporation, Limited 
(automotive, hardware and sporting goods distributor) 


Chairman of the Board, U A P Inc. 
(automotive parts distributor) 


Executive Vice-President, E.I. du Pont de Nemours and Company 
(chemical manufacturer) ; 


Partner, Stikeman, Elliott, Robarts & Bowman 
(barristers and solicitors) 


Company Director 

President and Chief Executive Officer, Rolland inc. 
(paper manufacturer) 

President, Bell Canada 


Vice-Chairman, Bell Canada 


President, Fondation Armand-Frappier 
(involved in funding research programs) 


All of the above-named directors have held their present positions or other executive positions with the same or 


associated firms or organizations during the past five years, except as follows: Mr. M. Bélanger was a partner in the 
accounting firm of Bélanger, Dallaire, Gagnon & Associés prior to February 1979; Mr. G. A. Burton was Chairman 
of the Board and Chief Executive Officer of Simpsons Limited prior to December 1979; Mr. J. D. Gibson was 
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Chairman of the Board of The Consumers’ Gas Company prior to April 1980; Mr. P. H. Leman was Vice-Chairman 
of the Board of Alcan Aluminium Limited prior to July 1979; Mr. J. H. Moore was Chairman of the Board of John 
Labatt Limited prior to January 1981; Mrs. H. L. Margison was President of a private investment firm prior to Jan- 
uary 1981. Mrs. L. Brais Vaillancourt has held her present position since March 1981; she was President of La 
Corporation de I’H6pital Marie Enfant prior to October 1977. 


Officers 


At December 31, 1981, the officers of Bell Canada were as follows: 


Name and municipality of residence 


ALBERT JEAN DE GRANDPRE, 0.C., Q.C. 


Outremont, Québec 


JAMES CARDEN THACKRAY 
Toronto, Ontario 


ORLAND TROPEA 
Pointe Claire, Québec 


JOSEPH VICTOR RAYMOND CYR 
Montréal, Québec 


FREDERICK ELDERIDGE IBEY 
Weston, Ontario 


GORDON ELLIS INNS 
Don Mills, Ontario 


LEONCE MONTAMBAULT 


Town of Mount Royal, Québec 


PAUL ANDRE AUBIN , 
Candiac, Québec 


JOSEPH ROBERT BRULE 
Montréal, Québec 


ROBERT WILFRED CROWLEY 
Mississauga, Ontario 

DONALD JAMES CRUICKSHANK 
Ottawa, Ontario 


DOUGLAS WILFRED DELANEY 
Don Mills, Ontario 


CLAUDE DUHAMEL 
Montréal, Québec 


JOHN HUGH FARRELL 
Ottawa, Ontario 


GEORGE LESLIE HENTHORN 
Beaurepaire, Québec 


WILLIAM BRIAN HEWAT 
Ottawa, Ontario 


ROBERT KEARNEY 
Toronto, Ontario 


JOHN ARTHUR MCCUTCHEON 
Ottawa, Ontario 


ANDREW MAURICE MCMAHON 
Ottawa, Ontario 


HARRY PILKINGTON 
Toronto, Ontario 


HuBERT AUGUST ROTH 
Ilderton, Ontario 


CLAUDE ST-ONGE 
Sillery, Québec 


Offices presently held 


Chairman of the Board and Chief Executive Officer 
President 

Vice-Chairman 

Executive Vice-President, Administration 

Executive Vice-President, Ontario Region 
Executive Vice-President, Marketing 

Executive Vice-President, Québec Region 
Vice-President, Customer Services (Québec Region) 
Vice-President, Operations Development (Québec Region) 
Vice-President, Customer Services (Ontario Region) 
Vice-President, Public and Environmental Affairs 
Vice-President, Marketing (Ontario Region) 
Vice-President, Administration (Québec Region) 
Vice-President, Computer Communications 
Vice-President & Comptroller 

Vice-President, Marketing and Development 
Vice-President, Systems 

Vice-President, Personnel 

Vice-President, Engineering 

Vice-President, Special Assignment (Ontario Region) 
Vice-President, Network Services (Ontario Region) 


Vice-President, Network Services (Québec Region) 
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Name and municipality of residence 
ERNEST ERLE SAUNDERS, Q.C. 
Westmount, Québec 


JOHN EDWARD SINCLAIR 
Ottawa, Ontario 


RICHARD DOUGLAS SLOANE 
Ottawa, Ontario 


JAMES STUART SPALDING 
Westmount, Québec 


JOHN FLOYD STINSON 
Toronto, Ontario 


Bruce HENRY TAVNER 
Mississauga, Ontario 


ROBERT NEIL WASHBURN 
Mississauga, Ontario 


Guy HOULE 
Saint-Bruno-de-Montarville, Québec 


Offices presently held 


Vice-President, Law and Corporate Affairs 
Vice-President, Regulatory Matters 

Vice-President, Operations Performance 

Vice-President & Treasurer 

Vice-President, Operations Development (Ontario Region) 
Vice-President, International 

Vice-President, Administration (Ontario Region) 


Corporate Secretary 


All of the officers of Bell Canada have been employed in their present positions or other senior positions with 
Bell Canada or one or more of its subsidiary or associated companies for five years or more, except Mr. D.J. 
Cruickshank who was, prior to his appointment with Bell Canada on January |, 1981, President of the Canadian 
Telecommunications Carriers Association and Mr. E.E. Saunders who was, prior to his appointment with Bell 
Canada on February 1, 1978, a senior partner in the law firm of O’Brien, Hall, Saunders. 


Remuneration of directors and senior officers 


The following table shows the aggregate remuneration paid or payable in 1980 by Bell Canada and its subsidi- 
aries to all directors of Bell Canada, as directors, and to officers of Bell Canada, as officers of Bell Canada. No of- 
ficer of Bell Canada was paid remuneration in the capacity of an employee or officer of a Bell Canada subsidiary in 


1980. 


(1) Directors: number 21 


(A)eBrom:Bell-Canada. . {2202 ae 
(B) From the following partially-owned subsidiaries: 
Northern Telecom Limited 


Northern Telecom Inc. 


(2) Five highest compensated senior officers 


(3) All officers receiving over $50,000: number 33 
(including officers referred to in item (2) above) 


Nature of remuneration 


Estimated \ 
Aggregate pension Other 
remuneration benefits benefits 
Ta eee race $ 303,000 — — 
eae 118,000 es = 
PAN as 39,000 — — 
SOOO ieee Sats 
a eee $ 1,062,000 (b) (c) $275,000 
oe $3,899,000 (a) On $275,000 


(d) 


(d) 


Notes: (a) Based on the amounts required to be reported as income under the Income Tax Act (Canada), except that bonuses are included for the 
year they are awarded to Bell Canada officers and expensed for financial reporting purposes. 


(b) Means amounts referred to in Note (a) plus the value of any non-taxable benefits (other than those benefits provided to a broad cate- 
gory of employees on a basis which does not discriminate in favour of officers or directors) derived from Bell Canada contributions 
under group sickness or accident insurance plans, private health service plans, supplementary unemployment benefit plans, deferred 


profit sharing plans or group term life insurance policies. 


(c) Bell Canada directors who are also officers of Bell Canada and all other Bell Canada officers participate in its non-contributory de- 
fined benefit plan, providing pensions based on pensionable service and the average of the best five years’ pensionable earnings; 


i. the amount of the contribution, payment or accrual made by Bell Canada for the year 1980 for officers, individually or as a 
group, is not and cannot readily be separately or individually calculated by Bell Canada’s actuaries; 
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ii. the following table shows estimated annual pension benefits expressed in each case as a percentage of the average of the best five 
years’ pensionable earnings, payable upon retirement on January 1, 1981 at age 65 to persons in specified earnings and service 


classifications: 
Pensionable service Average of pensionable earnings during best five years 
$100,000 $200,000 $300,000 $400,000 $500,000 $600,000 
20 years 28.57% 29.28% 29.52% 29.64% 29.71% 29.76% 
30 years 43.57% 44.28% 44.52% 44.64% 44.71% 44.76% 
40 years 58.57% 59.28% 59.52% 59.64% 59.71% 59.76% 
50 years 70.00% 70.00% 70.00% 70.00% 70.00% 70.00% 


Certain percentages in the table above reflect the payment of benefits in excess of the maximum established by the Department of 
National Revenue of Canada, which benefits may be paid at the discretion of Bell Canada under a supplemental plan; 


iii. under a supplemental plan, each officer is credited with an additional 0.5 years of pensionable service for each year of service as 
an officer of Bell Canada. However, in no case may an officer receive in the aggregate an annual pension benefit in excess of 
70% of the average of the officer’s best five years’ pensionable service; 


iv. in 1980, Bell Canada’s contributions amounted to 14.9% of the total pensionable earnings of all plan participants. 


(d) Represents the amount expensed by Bell Canada for financial reporting purposes in 1980 under special retirement plans. The aggre- 
gate amount of such payments proposed to be made in the future by Bell Canada pursuant to such plans is dependent upon decisions 
to be made from time to time by the Board of Directors. 


EMPLOYEES’ SAVINGS PLANS 


Eligible employees who are enrolled in Bell Canada’s Employees’ Savings Plan (1966), as in effect from July 1, 
1966 to June 30, 1970, are entitled to assign dividends from shares acquired under such plan or former plans towards 
the purchase of common shares of Bell Canada at a subscription price of 85 percent of the lesser of the average 
market price during the three-month period prior to the commencement of the payment period (as defined in the plan) 
or during the last three months of the payment period. 


Bell Canada introduced, effective July 1, 1970, the Employees’ Savings Plan (1970) (which is not an option to 
purchase securities), under which employees are eligible to make a basic contribution of 2%, 4% or 6% of their basic 
wages with provision for an additional 2% or 4% supplementary contribution. Bell Canada and the participating sub- 
sidiaries contribute to the plan at the rate of $1.00 for every $3.00 of an employee’s basic contribution. National 
Trust Company, Limited, as trustee, purchases common shares on the open market throughout each month of the 
plan year and allocates them to participating employees; these common shares are generally distributed to participants 
following the end of each plan year which coincides with the calendar year. 


SHAREHOLDER DIVIDEND REINVESTMENT AND 
STOCK PURCHASE PLAN 


Bell Canada’s Shareholder Dividend Reinvestment and Stock Purchase Plan (the ‘‘Plan’’) provides a means for 
holders of record of Bell Canada common shares to invest cash dividends and optional cash payments in new 
common shares of Bell Canada. Such shares are purchased directly from Bell Canada by an Agent who acts on be- 
half of the participants under the Plan. 


A participant may purchase new common shares of Bell Canada quarterly with all the cash dividends paid on the 
common shares of Bell Canada which are registered in the name of the participant. The price of common shares pur- 
chased with cash dividends on common shares is 95% of the Average Market Price (as defined in the Plan). A partic- 
ipant may also purchase new common shares monthly with optional cash payments up to an aggregate sum of $3,000 
per quarter. Optional cash payments may consist of cash and/or all cash dividends on any series of Bell Canada 
preferred shares held of record by the participant and/or all interest on any series of Bell Canada bonds registered in 
the name of the participant and/or all interest on any series of Bell Canada debentures registered in the name of the 
participant. The price of common shares purchased with optional cash payments is 100% of the Average Market 
Price. No commissions or service charges are payable by participants in connection with purchases of common 
shares made under the Plan. 


As of the October 16, 1981 Investment Date under the Plan, 21.5% of Bell Canada’s common shareholders rep- 
resenting 18.5% of the outstanding common shares were participating in the Plan. 


8) 


OPTIONAL STOCK DIVIDEND PROGRAM 


The Bell Canada Optional Stock Dividend Program (the ‘‘Program’’), provides a means for holders of record of 
Bell Canada common shares to acquire additional common shares by electing that dividends on all the common 
shares of such holders be payable by the issue of additional common shares of Bell Canada. Such shares are issued to 
an Agent who acts on behalf of the participants under the Program. Common shares so issued are valued at 100% of 
the Average Market Price (as defined in the Program). No commissions or service charges are payable by partici- 
pants in connection with the acquisition of common shares under the Program. 


As of the October 15, 1981 common dividend payment date, 2.0% of Bell Canada’s common shareholders rep- 
resenting 3.0% of the outstanding common shares were participating in the Program. 


PRINCIPAL HOLDERS OF SECURITIES 


No person or company owned of record or, to the knowledge of Bell Canada, beneficially, directly or indirectly, 
more than 10% of any class of shares in the capital stock of Bell Canada, outstanding at December 31, 1981. 


At December 31, 1981, all directors and senior officers of Bell Canada as a group owned, in the aggregate ben- 
eficially, directly or indirectly, less than 0.25% of any class of shares of Bell Canada or any of its subsidiaries. 


TRANSFER AGENTS AND REGISTRARS 


The preferred shares and the common shares of Bell Canada are transferable at the office of the Treasurer of 
Bell Canada in Montréal, Bell Canada’s Stock Transfer Office in Toronto and at the offices of Bell Canada’s 
Transfer Agent, The Royal Trust Company, in St. John’s, Halifax, Charlottetown, Saint John, Winnipeg, Regina, 
Calgary and Vancouver. In Canada, the Registrar for the preferred shares and the common shares of Bell Canada is 
Montreal Trust Company. 


The common shares of Bell Canada are also transferable at the principal office of Morgan Guaranty Trust Com- 
pany of New York, New York, and at the principal office of The Royal Trust Company in London, England. The 
Registrars for such locations are Morgan Guaranty Trust Company of New York and Williams and Glyn’s Registrars 
Limited, respectively. 


AUDITORS 
The auditors of Bell Canada are Touche Ross & Co., 1 Place Ville Marie; Montréal, Québec. 


DESCRIPTION OF CAPITAL STOCK 


The Charter of Bell Canada, as last amended on April 12, 1978, provides that its capital stock shall not exceed 
$5 000,000,000 and shall consist of shares of one or more classes, with or without par value. The issuance of capital 
stock is subject to the approval of the CRTC as to amount, terms and conditions. The directors of Bell Canada are 
authorized to make by-laws, which are subject to shareholder sanction, to create and provide for the issuance of any 
class or classes of shares, with or without par value, and to determine the designation and the preferred, deferred or 
other special rights, privileges, restrictions, conditions or limitations attaching thereto. The present authorized capital 
stock of Bell Canada consists of common shares of the par value of $8 each and of preferred shares having such par 
values as are provided in the by-laws creating them. 
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Common shares 


Each common share of Bell Canada is equal to every other common share and all common shares participate 
equally in any liquidation and distribution of assets. Subject to the rights of the preferred shares, the holders of 
common shares are entitled to receive such dividends payable in money, property, or by the issue of fully paid shares 
of Bell Canada, as may be declared by the Board of Directors. Common shareholders are entitled to one vote for 
each share held of record on all matters voted on by shareholders. There are no cumulative voting rights in electing 
directors and holders of common shares have no preemptive, redemption or conversion rights. The outstanding 
common shares of Bell Canada are fully paid and non-assessable. Other than the preferred shares, there are no provi- 
sions in any contract to which Bell Canada is a party restricting the payment of cash dividends on or affecting the 
voting rights of common shares. 


Preferred shares 


At present, the shareholders of Bell Canada have authorized the issuance of preferred shares to a maximum par 
value of $1,713,000,000. The preferred shares are subject to certain mandatory redemption provisions and to certain 
optional provisions of redemption and cancellation by Bell Canada, and certain series are convertible into common 
shares. For details of preferred shares outstanding, see note 9 of the Notes to Financial Statements. 


Holders of preferred shares are entitled to one vote for each share held of record on all matters voted upon by 
shareholders and rank equally both as to the order of priority in payment of dividends and in the distribution of assets 
in the event of any liquidation, dissolution or winding-up of Bell Canada. The preferred shares rank prior to the 
common shares both as to dividends and distribution of assets upon liquidation. At December 31, 1981 the aggregate 
liquidation preference was approximately $361 ,619,000. 


MATERIAL CONTRACTS 
The material contracts entered into by Bell Canada are as follows: 


(i) Bell Canada has an agreement dated November 3, 1939 (which has been amended from time to time) with 
Northern Telecom, under which Northern Telecom agrees, to the extent reasonably required for Bell Canada’s busi- 
ness, to manufacture and sell materials to Bell Canada, to prepare equipment specifications and to perform installa- 
tions of materials, to repair used materials returned by Bell Canada and to perform other services upon the terms and 
conditions therein set forth. The agreement has been amended several times with regard to the effective dates of 
prices payable by Bell Canada for certain materials. The latest amendment, that of September 4, 1953, provides for 
an annual review of prices. Under the agreement, as amended, Bell Canada has ordered from Northern Telecom for 
future delivery, equipment, material and supplies of all kinds required for the construction of communication lines 
and systems and for the operation of Bell Canada’s business, the total price of which, at September 30, 1981, 
amounted to approximately $371,000,000 which was not then due and remained unpaid. In 1978, the CRTC enunci- 
ated pricing principles in respect to the above pricing provision which, if implemented, would for regulatory pur- 
poses, alter previous practice, and extend the scope of the pricing provision to apply to Canadian export sales and 
intercorporate transfers. In 1980, the CRTC granted a request by Bell Canada that it review its 1978 decision to de- 
termine if that decision should be varied or rescinded. During 1981, the CRTC asked for and received written sub- 
missions from Bell Canada and other interested parties with respect to the decision. 


(ii) Bell Canada is a member of TCTS. The present TCTS agreement dated December 31, 1976 provides for the 
sharing of revenues from jointly furnished telecommunications services in Canada and internationally. This TCTS 
agreement may be cancelled by a party thereto giving written notice to the other parties of at least twelve months. 
The TCTS Board of Management establishes from time to time, by unanimous agreement, the bases of settlement 
and the method of apportionment and distribution of jointly earned revenues among the members of TCTS. The 
present settlement plan provides for the distribution of available revenues, firstly for the reimbursement to each 
member of that proportion of his expenses that are attributable to the provision of TransCanada services, and sec- 
ondly for the distribution of the balance of available revenues. 
(iii) Bell Canada has an agreement dated January 25, 1978, which has been amended from time to time, with the 
Ministry of Post, Telegraph and Telephone of the Kingdom of Saudi Arabia (see ““Business of the Company — Con- 
tract and other operations’’). 

The material contracts numbered (i) and (ii) above, or copies of such contracts, may be inspected during busi- 


ness hours at the office of the Corporate Secretary of Bell Canada, 1050 Beaver Hall Hill, Montréal, Québec, 
throughout the period that the securities are being offered and for thirty days thereafter. 
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In the ordinary course of its business Bell Canada enters into underwriting contracts for the purpose of raising 
equity and debt capital on both the private and public financial markets. The proceeds from such issues form part of 
the general funds of Bell Canada and are used to pay for part of Bell Canada’s expenditures for the acquisition and 
construction of additions and improvements to its telecommunications systems and to provide additional working 
capital. During the two-year period ending on January 27, 1982, Bell Canada has so raised approximately $780 mil- 
lion of debt and $200 million of equity capital. In addition, Bell Canada’s principal subsidiary, Northern Telecom, 
has raised approximately $406 million of long term debt in a similar way during the same period. 


In addition, Bell Canada and its subsidiaries have, during the two-year period ending January 27, 1982, entered 
into many other contracts with a substantial number of different parties in the ordinary course of their business 
(including expenditures referred to under ‘*Capital Expenditures’) with a view to meeting demands made upon them 
for their telecommunications services. Details of such contracts have been omitted as the contracts are in the ordinary 
course of business carried on or intended to be carried on by the Company. | 
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AUDITORS’ REPORT 


To The Board of Directors 
Bell Canada 


We have examined the consolidated balance sheet of Bell Canada and the balance sheet of Bell Canada as at 
September 30, 1981 and 1980 and the consolidated statements of income, premium on capital stock, retained 
earnings and changes in financial position of Bell Canada and the statements of income, retained earnings and 
changes in financial position of Bell Canada for the five years ended December 31, 1980 and for the nine months 
ended September 30, 1981 and 1980. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as we considered necessary in the 
circumstances. 


In our opinion: 


(a) the accompanying consolidated balance sheet and consolidated statements of income, premium on capital 
stock, retained earnings and changes in financial position of Bell Canada present fairly the consolidated 
financial position of Bell Canada at September 30, 1981 and 1980 and the results of its operations and the 
changes in its financial position for the five years ended December 31, 1980 and for the nine months 
ended September 30, 1981 and 1980, 


(b) the accompanying balance sheet and statements of income, retained earnings and changes in financial 
position of Bell Canada present fairly the financial position of Bell Canada at September 30, 1981 and 
1980 and the results of its operations and the changes in its financial position for the five years ended 
December 31, 1980 and for the nine months ended September 30, 1981 and 1980, 


all in accordance with generally accepted accounting principles applied on a consistent basis, 


Montréal, Québec 
@ , 1982 ; Chartered Accountants 
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BELL CANADA AND SUBSIDIARY COMPANIES 


Telecommunications operations 
Operating revenues 
TeOCaIWSCrVICG se cea teeter ere ae 
ongadistarice senvicement-...:retue 
Miscellaneous — net .............. 


Total operating revenues........ 
OperatingerexpeuSes. es errr 


Net revenues — 
telecommunications operations . 


Manufacturing operations 
Sales (noted): 23.36 Se ee eee 


Less; Cost of salestiye ee rae 
Selling, general, administrative 
and Other expenses =n secre 


Net revenues — manufacturing 
Operations... 622-2. o.oo: 


Contract and other operations 
Operating revenues........ BS Eda GO 
Operating iexpenses® con. eee tere 


Net revenues — contract and 
other operations ............. 


Total net revenues ............. 


Other income 
Allowance for funds used during 
CODSTUCHOMas tT ene eee 
Equity in net income of associated 
Companies (NOle=2) sentria 
Miscellaneous — net .............. 


Total other income............. 


Interest charges 
Interest on long term debt (note 3)... 
Other interests ch. aa 


Total interest charges........... 
Income before underlisted items... . 


Unrealized foreign currency losses (gains) 
(ROTHER Ae: eta. See. eee 


Income before income taxes, 
minority interest and 
extraordinary items ............ 

Incomestaxes (motes) is. -4-c88 +4 aa 


Income before minority interest and 
extraordinary items ............ 
Minority uinteresieean. =< nee 


Income before extraordinary items . 
Extraordinary items (note 4) ............ 


INGGNCOMG ete aiuto sce 


Net income applicable to common 
SALES cet tien eter rote 


Earnings per common share* (note 5) 
— before extraordinary items ......... 
— after extraordinary items........... 
Assuming full dilution 
— before extraordinary items ......... 
— after extraordinary items........... 

Dividends declared per common share . . 

*Based on weighted average common 
shares outstanding (thousands)......... 


CONSOLIDATED INCOME STATEMENT 
(thousands of dollars) 


Nine months ended 
September 30, 


Year ended December 31, 


1976 1977 1978 1979 1980 1980 1981 
$1,028,520 $1,151,763 $1,312,734 $1,449,713 $1,625,748 $1,171,382 $1,392,607 
918,745 1,031,553 1,223,314 1,413,937 1,624,847 = 1,173,653 1,419,359 
48,240 58,339 85,670 OTS UT 115,612 84,913 107,407 
1,995,505 2,241,655 2,621,718 2,961,567 3,366,207 2,429,948 2,919,373 
1,430,688 1,646,296 1,865,958 2,150,083 2,497,561 1,839,974" "2 iis, 27, 
564,817 595,359 755,760 811,484 868,646 593,974 745 ,846 
1,073,356 1,194,728 1,469,997 1,864,160 2,018,545 1,495 652 158335575 
771,742 846,312 998 ,569 2695737) 15155569 1097-155 1,324,032 
184,021 D2 S8o 326,759 412,591 482,390 SEO eVAl 378,290 
955,763 1,073,701 1,325,328 1,682,328 LOOT 52 1,436,476 025322 
117,593 121,027 144,669 181,832 20,786 59,176 131,253 
61,179 76,781 282,640 439,012 652,332 445 858 562,390 
48,691 62,238 PM P23), 339,048 516,754 346,527 440,474 
12,488 14,543 45,387 99,964 135,578 99,331 121,916 
694,898 730,929 945,816 1,093,280 1,025,010 752,481 999,015 
itis, 16,193 14,087 20,722 20,206 ISs79 17,416 
13,938 14,384 16,923 18,712 21,286 1s-990m 14,961 
20927 10,289 18,106 385675 31,169 19,314 41,293 
59,424 40,866 49,116 73,109 72,661 50,483 73,670 
185,918 2ABRS TA 255,550 289,745 319,185 229,199 294,355 
10,378 8,454 S127 23,054 39,483 32,083 32,841 
196,296 221,825 263,477 312,799 358,668 261,282 327,196 
558,026 549,970 731,455 853,590 739,003 541,682 745,489 
(1,774) (5,987) 259 10,685 1253 7,787 5,584 
$59,800 555,957 731,196 842,905 727,750 533,895 739,905 
247,522 242,098 323,585 be) sill 367,248 244 374 327,863 
312,278 313,859 407,611 487,534 360,502 289,521 412,042 
24,894 27,651 37,049 54,348 (3,243) 17,988 43,783 
287,384 286,208 370,562 433,18 363,745 271,533 368,259 
2,188 2,367 24,490 — (90,015) — 8,728 
$ 289,572 288,575 $ 395,052 $ 433,186 273,730 $ 271,533 $ 376,987 
$ 289,572 $ 288,575 $ 395,052 $ -433,186 $ 273,730, $271,533" 9S) 376.987 
28,847 31,534 38,702 30,521 38,243 27,689 26,867 
$ 260,725 $ 257,041 $ 356,350 $ 402,665 $ 235,487 $ 243,844 $ 350,120 
S275 Sa199 $ 2.49 $ 2.64 $ 2.00 $51 $ 1.98 
$2317 $ 2.01 $ 2.67 $ 2.64 $ 1.45 $7; AS $ 2.03 
$ 1.99 $ 1.93 $ 2.36 $2.55 $ 1.98 $ 1.49 $ 1.94 
$ 2.00 $ 1.95 a oy S 2055 $ 1.45 $ 1.49 $ 1.98 
$ 1.19 $ 1.36 $ 1.43 $1.55 $ 1.68 $ 1.23 $ 1.35 
120,317 127,662 133,396 152,810 162,762 161,786 172,627 
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BELL CANADA AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET 
(thousands of dollars) 


ASSETS 


Telecommunications property — at cost (note 13) 
Ean Taree amitrane CQUIDINENE. 10). ate ecto carte ate ota og eR EEG or. © St a 
Les meceimilated Gepreciation. .< (ci. s..2..2 dann Meee eee, Sees Caen. a Ce 


NE AEP SAN or 6 ate sak hebis PT LRG Bek ced ENT TET Oe en ee 


Manufacturing and other property — at cost (note 13) , 
Mees encninrarid Citipraenta nh 2/42 0 NaN Bnd emer dS. ees» es, Pee 
Bee eases ACC COPE CANON et aente en naacie 9 0) SPM ere 2 a ae ST ok ia Cony 2 oh cee 


Investments 
Associated companies and non-consolidated subsidiaries — at equity (note 1)...................... 
OUNS 32 saa, ae ee een en en eg Ae eee. dae eee a re 


Current assets ; 
Cash and temporary cash investments — at cost (approximates market) .......................000. 
Accounts receivable — principally from customers (including $9,838 ($7,026 — 1980) from associated 
companies, and less $14,515 ($9,753 — 1980) for provision for uncollectibles)................ 
RAV eOReS a (OLS VO) Ms atte mre Mt he Qe Retr e cen Sye ec te ME ET or CR MME AR. Moen CESS fk Zing 
Othen(pracipally prepadnexpenses) a... ssc ae. 3 ER ie OS le eG cn cla es 


Other assets 
Cash and temporary cash investments held for contract operations — at cost (approximates market)... . 
EON Sate EMME CCLV AICS vee ren cis chest aka epee io OS oe MRS OG cies to 14 Geen eaciaroate ana lets wilh te! Fe Bs 
ietened scvarpes’-— contact operations S505 Wala... v cnet te oot ae. SAE. A. owes ote 
— unrealized foreign currency losses, less amortization ...................02000. 
2A OLNET retry cs RRM gee ose cen eater eres trie cn): ota te eaun Sede AL aratars ox Sccus Sees 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Capital stock authorized (note 7) 

Common shareholders’ equity 
Womimnronsstranes | (NOte 18): eer heh as occa ee AO ee EER en ae rhc EE EMEA ctor 1 dct 
Brenirumonkcapital StOCK 52 ryecs,:< 6) oa. 0 3 agers oe flare 9 6.2 PaeMnMO Ry coe se sek UMass ob Pua Loret otek ws coe 
MEME CHEMIE DUS! 5.) Somcegiien. + alent 1 6, pes chloe p's « TMM, © 61s SMR OMY ees hehe anaee. «lace ras, 
FRG tae ASAIN OG See, epee) Meme da eee teac taney soles ch y's RRR RS (coc NRG aR ee SEY? cr ee 


Convertible preferred shares (redeemable) (note 9)... 1.0... 2... cece cee eect eee ees 
Non-convertible preferred shares (redeemable) (note 9)............. 0... eee cece eee eee 


Minority interest in subsidiary companies 
Breterned shares estes 2 At mei es saan oie RMN loiraenc, 3 vs fs Reem Mets, 3 ae aile Geepemeeuceisiar see etait sha: hel Sat Be 
(COMITONESHALCSHe ees. . PUR AT te.  OeaT OO: oo. 2 es one RANE er SABER Gor cnceccrs, ows 


Long term debt (including unrealized foreign currency losses) (note 10)....................-20.0005 


Current liabilities 


PRCCOUMIES PAVADIC!s 4c. 6-6 Meee Phy. ae cn ah tee S « «7 o's CO RUNORIEN UIC RON co PRNSEa lev) ~ «, ae 
PCN ceive BUNT OR SORVICE CS aus, 0.5 a era Gog 2 mv Ne Meee oes clette One eee cee aru lhc a. flay 
ERG Fair's irae OVE 2) CR aS Gace ROBIE Oe) REIN ons OCR echo Seo te 
jltaxesyacenUed sery crs. ce ban). os che cis eevee PR Ci ress HO PRET Co SO RS NOC OEE ENR CREE 
NRAPETESTEAC OTIC GID ccc aie. acetate thesis bie, cote er ePeIaL nie ate, ol (s SUE RREERE  nctaess stony tsa meee scence oes ERiay sy ogee otal 
Devedue witnineone year (note 11)... tou. cites o ecvelers peur aise gras Beas: Heke er Se REE 


Deferred credits 
TRC OTCUTAK CS ERTS eee, Nee ae LS RM rtcting Shh, ERE Raa is oc) RRR ia Mat ap Re 
AGUS OIC oe OA ernie ca Rr re eer: I ar ra or icy Marae SHC TSE TS ye ol pee 


Commitments and contingent liabilities (notes 12 and 13) 
Total abilities and shareholders’ equity... 0. ...0.. 0 ccc cee eee eet ene cle ese eee te wane 


‘Approved by the Board of Directors: 
(Signed) PAUL LEMAN, Director 


As at September 30, 


1981 


$11,581,830 
3,577,024 
8,004,806 


88,371 
346,618 


121,058 


8,560,853 


999 621 
442,689 


556.932 
24,930 


581,862 
9,142,715 


494 622 
6,048 


500,670 


171,107 


1,170,995 
610,870 
139,365 


__ 2,092,337 


22,548 
29,076 
627995 
169,994 
64,544 
36,448 


355,605 
$12,091,327 


$ 1,459,889 
983,088 
15,290 
1,272,353 


3,730,620 
263,233 
104,430 


ESSN 
402,312 


430,465 
4,399 907 


844 849 
79,500 
87,505 
94,381 

135,752 

411,520 


1,653,507 
1,309,062 

200,103 
1,509,165 


$12,091,327 


(Signed) MARCEL BELANGER, Director 


1980 


$10,506,751 
3,197,784 


7,308,967 
83,381 
278,218 
116,366 


7,786,932 


866,829 
369,854 


496,975 
23,667 


520,642 
8,307,574 


471,439 
4,898 


476,337 


64,514 


1,126,598 
584,751 
164,508 


1,940,371 


91,473 
35,254 
57,017 
126,902 
85,242 
118,297 


$14,185 
$11,238,467 


$ 1,369,356 
865,423 
15,290 
1,239,423 


3,489,492 
370,130 
109,835 


29,499 
453,285 


482,784 
_ 3,943,070 


635,541 
62,551 
775035 
45,581 

103,112 

465,315 


1,389,735 
1,165,071 

288,350 
1,453,421 


$11,238,467 


BELL CANADA AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF PREMIUM ON CAPITAL STOCK 
(thousands of dollars) 


Balance at beginning of period......... 


Premium on common shares issued during 
the period 
—under the Shareholder Dividend 
Reinvestment and Stock Purchase 
Dlan.ieiat rares es iene gaye 
—under the Employees’ Savings Plan 
(QUOG6): ose womens wee esos 
—upon exercise of warrants .......... 
=—lInderwritten issues sae. sn. or: 
—upon conversion of preferred shares . . 
—under the Optional Stock Dividend 
Proptamie cassia in so eon eae 


Balance at end of period.............. 


Year ended December 31, 


1977 1978 1979 
$ 460,878 $ 527,143 $ 607,388 
— 16,683 38,021 
Dep 2,788 3,503 
54,656 — — 
— — 120,703 
9,338 60,774 38,163 
66,265 80,245 200,390 
$ 527,143 $ 607,388 $ 807,778 


1980 


46,251 
3,991 


SOS: 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Balance at beginning of period......... 
INGtHInCOMOGm Gumtyen mete cr eran rene 
Excess of par value over cost of 

preferred shares purchased for 
Cancellation (Ole, oan ree 


Deduct: 
Dividends — 
Preferred shares — 

$3, 20 shalieSin ts sent kee tee ere 
S334 Shanes eran a eee ee ee 
SACI8 Share Se Ne ee eee PA 
SoCs ANGSmea tre pci eae ee: 
SeOGrshaneSweceaen AS eee 
SOHO S.Sharesug ave we ool kes 
SPeOS. Ghaneswen eater oan. eds oeccok 
Ses Uvghancsee mee. = ok eae 


Balance at end of period.............. 


Dividends per share — 

Preferred shares — 
SSe20b Sake CPR RM oe ey Aaa von 
$3. SA SHAne sap aed ath eee co 
$4323" Shares mee Cee 
SONOS Care sere mien tg yen Ae Be 
SI S6:shareswaes PR eee =. 
SOM OSicslharecumrwteete ie face seas 
Se StShareSu wire one chews 
Si SOrshareseamerection cance es ss 

Commonsharesanceeeee eee 


(thousands of dollars) 


Year ended December 31, 


1980 


Nine months ended 
September 30, 


1980 1981 


28,978 28,769 
3,946 4,014 
24,721 48,669 
= 3,538 
57,645 ___ 84,990 


Nine months ended 
September 30, 


$ 690,656 


289,572 


$1,198,384 
2735130 


38,243 
274,884 


S127 
3,602 


$1,155,726 


1977 1978 1979 
$ 804,750 $ 882,537 $1,041,075 
288,575 395,052 433,186 
66 4 37 
1,093,391 1,277,593 1,474,298 
935 634 384 
1,103 645 316 
8,385 7,352 1,474 
11,397 11,390 5,316 
zs 9,060 13,478 
3,414 3,324 3,253 
6,300 6,300 6,300 
31,534 38,702 30,521 
175,626 193,113 240,571 
207,160 231,815 271,092 
3,694 4,703 4,822 
210,854 236,518 275,914 
$ 882,537 $1,041,075 $1,198,384 
$3.20 $3.20 $3.20 
$3.34 $3.34 $3.34 
$4.23 $4.23 $4.23 
$2.28 $2.28 $2 99 
= $1.30 $1.96 
$2.25 $2.25 $2.25 
$1.80 $1.80 $1.80 
$1.36 $1.43 $1.55 


1980 1981 
$1,198,384 $1,155,726 
271,533 376,987 
154 716 
1,470,071 _ 1,533,489 
253 197 

188 15] 

\ 482 256 
1,714 788 
8,648 3,372 
9,389 15,392 
oT 2,226 
4,688 4,485 
27,689 26,867 
199,872 __ 234,081 
227,561 260,948 
3,087 188 
230,648 261,136 


$1,239,423 $1,272,353 


— 


$2.40 $2.40 
$2.50 $2.50 
$3.17 $3.47 
$1.71 $1.71 
$1.47 $1.47 
$0.94 $1.54 
$1.68 $1.68 
$1.35 $1.35 
$1.23 $1.35 


BELL CANADA AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
(thousands of dollars) 


Nine months ended 


os s, __ vear ended December Sty September 30, 
1976 1977 1978 1979 1980 1980 1981 
Source of funds 
Operations 
Income betorevextraordinary items ...5...-......24- $287,384" 1S) 286.2089 S$. 370562) $ 433.186) $) 368745 71e5S3) eS 368.250 
Items not affecting funds 
IDE PRC CHAI OMa seep kc iste ia cab een cin ache hee 430,241 479,915 550,058 646,970 732,320 543,369 599,403 
DeterreduncomewaXxess... sta teie Genes he eee ee: 93,453 114,912 101,516 132,849 129,554 91,274 10S. 52 
Allowance for funds used during construction....... (15,559) (16,193) (14,087) (20,722) (20,206) (15,179) (17,416) 
Equity earnings in non-consolidated finance 
SUDSICIAM ECS ey emi Matt d:< <2 eee Rio «ena wee — — — (21,473) (58,178) (36,071) (48,654) 
Ollicre aa ClrNn Ce Te ce Ac ee 28,365 33,924 52,656 34,020 (23,740) 1,218 iL ay a0} 
Total from operations exclusive of extraordinary 
HL CHISHR ore ras OPE s ern Oar Gyn RES Ee 823,884 898,766 1,060,705 1,204,830 1,123,495 856,144 1,019,567 
Extraordinary items (net of non-fund items)............. 2,188 DES67) 24,490 = (57,328) — —— 


Net proceeds from the sale of common shares of an 
ASSOCIALCE COMPANY eke fic ccm seu atn cee eee os 34,916 


Procecdssiromuone term debt {0.42650 5e6 aes unas « 279,965 293,050 579,558 575,524 167,878 419,207 193,590 
Issue of common shares 


——Undenwrittemissue...J..........0n Tete, Tae — — — 194,109 = “= = 

Fill POMORXCLCISE Olu wallants aa- je mein une ten korean 763 118,607 — — — — — 

— under the Dividend Reinvestment and Stock Purchase 

| PBYI cag Aa eeaes oa NER SE SCR lines OEM — — 30,134 64,125 83,037 51,920 53,302 

— under the Optional Stock Dividend Program........ — — — — 1,510 — 6,326 

— upon conversion of convertible preferred shares..... 34,655 18,952 125,820 74,044 71,064 46,586 82,420 
Procecdsmrommissue Ofpreterted sharesias- ... ere: 68,248 — 170,903 — 196,757 196,757 -- 
Proceeds from issues of shares by subsidiaries to minority 

SHALCMOICLS MME eee Re ae Net, ca eee 11,748 9,701 96,724 97,792 Seal) 2,057 2,081 
Advance payment on contract operations ............... — — 190,587 — _ _ — 
Decrease in cash and temporary cash investments held for 

CONMAGOPELATIONS nt ak Se a ato oe Sena — _ = 42,319 — — 43,902 
Dividend from a non-consolidated finance subsidiary ..... — —— -- — — — 59,690 
Increase (decrease) in due to non-consolidated finance 

SUSI IAM C Semen Kaa rei Ce Hie Athenee oly dak, comers — = 79,421 165,957 (8,585) (13,118) 16,439 
INISCOMATCOUSH EN. ocr mie tat po batL acai ot. Fea ae 32,418 12,689 117,138 192,423 72,744 52,388 67,200 
DecreasemnewOrkine Capitalercn ven crore ctcreersurd eee mere cere 107,418 42,369 — — — 49,518 176,759 


Disposition of funds 
Capital expenditures 


Grassxcapitalsexpenditures aresimny.ccmcu.yersy patie earn $ 992,686 $1,045,665 $1,183,972 $1,351,044 $1,598,203 $1,124,211 $1,179,476 
Deducm chatcesnotirequiring: funds... 4... eee. (26,064) (13,748) (24,395) (13,396) (16,529) (5929) (9,221) 
Increase (decrease) in material and supplies........... 26,351 (2,296) 4,939 PL PPS) (19,486) (12,605) EDS: 
Netiexpenditures?®, 40.5%... RRR Re a... nestles 992,973 1,029,621 1,164,516 1,358,873 1,562,188 1,101,677 1,181,828 
Dividendssoy belli€anadary. ...- sqentiaosce. «ceteris 172,816 207,160 231,815 271,092 BISsI2F 227,561 260,948 
Dividends by subsidiaries to minority shareholders ....... 8,600 10,730 11,508 15,546 19,925 14,840 S557 
Reductionomlonentennvdebt eet eet eae: 116,780 88,668 246,018 428,758 177,780 154,212 140,978 


Acquisition of investments (less working capital acquired 
in 1978 of $107,427, in 1980 of $10,656 and in the 


nine months ended September 30, 1980 of $10,274). ... 34,582 34,348 189,294 2,848 25,059 25,048 1,857 
Investments in non-consolidated finance subsidiaries...... ae == 232 233,835 10,649 10,649 24,733 
Conversionrompreremed sales en niet 2 teres nan ve 34,684 18,975 125,848 74,047 71,065 46,588 82,420 
Increase in cash and temporary cash investments held for 

CONMACmONeLAN ONS peer fi. ..0 ni mete) oes eetros —— — 91,851 — 16,918 41,942 aa 
Deferred charges — contract operations................ — — 112,912 = — ee re 
Miscellane oussiver-oe charg ns or onan iar aghors open nawae 852 6,999 27,947 16,222 51,838 38,942 47,855 
Increaseuinewonking capital erm... ain. cie sarees ~ <telenenralen —_ — 250,059 209,902 15,435 — = 


Working capital changes 
Increase (decrease) in current assets: 


Cash and temporary cash investments............. “un Dy ale, 020) 1S (69)336) S$ |.98,738  ~$ (133,700) “S$ 116377. S$ 9G0,772):-§. (40,556) 
Accounts LECenVable pitti e-sccteant Mio eee ke oi ocee cre en (13,832) 66,654 350,682 286,649 1,195 66,453 109,655 
PM VEMEOM CSM oe voc co testo ase HERS ee kewee teens os (3,061) (4,844) 142,965 IV 137 81,905 92,212 36,426 
(1) sere ee, Re ORAS AN FON 2 Aer. SES 5 ee 503 4,502 23,630 28,642 22,369 57,989 10,477 
(Increase) decrease in current liabilities: 
ANAC UH OE MEI cop pmo noe tab ree cceauawanhongne (54,387) (30,894) (157,131) (93,125) (224,546) (64,585) (49,347) 
Advance: billing: forservicGis wi. skim eancmies + te (4,797) (5,169) (6,987) (2,828) (16,999) (10,106) (10,056) 
PV IGO TAS AR OIG Coe g ncn'na'p mae chase na UMaine se kota <8 (4,396) (6,680) (10,676) (11,651) (12,529) (5,095) (2,436) 
MAK SsaACCKUe dip arrices ao cee ao averse mati Oars Loto aes 24,861 12,501 (90,671) 37,446 36,045 27,852 (56,993) 
Interesieagcmledi aac certs ee ano mieraeten (6,493) (10,829) (15,336) (7,378) (20,009) (24,237) (36,868) 
Webtadueswithinvoneyeate. wan cca) ceria eisai (43,140) (4,274) (85,155) (25,290) 31,627 (159,229) (137,061) 
Increase (decrease) in working capital, as above......... $ (107,418) $ (42,369) $ 250,059 $ 209,902 $ 15,435 $ (49,518) $ (176,759) 


Supplementary Information 
BELL CANADA 


NON-CONSOLIDATED INCOME STATEMENT 
(thousands of dollars) 


Year ended December 31, 


Nine months ended 
September 30, 


1976 1977 1978 1979 1980 
Telecommunications operations 
Operating revenues 
ocalisenviceis 5 reac tcrere re $ 990,259 $1,107,640 $1,263,096 $1,392,707 $1,562,498 
one distance Servicen a.) eae tres: 867,679 970,453 1,152,507 1,329,670 1,529,014 
Miscellaneous — net.........-2.:- et 68 ~~ 95,522 | e822 OR oes 
Total operating revenues........ 1,903,924 2,133,415 2,497,430 2,817,108 3,203,116 
@peratingsexpensesehe i eee ee 1,367,677 1,572,495 1,784,497 2,054,466 2,390,316 
Net revenues — 
telecommunications operations . 536,247 560,920 712,933 762,642 812,800 
Other income 
Dividends — subsidiary companies. . . Sm i2 19,637 2MSoi) 24,232 29,738 
— associated companies... 6,971 7,362 7,559 8,485 9,063 
Allowance for funds used during 
CONSETUGTION: «ay teen eee 14,734 15,683 13,530 19,964 18,554 
Miscellaneous — net ..3.-..-e-e Pi B10) 10,279 14,342 28,159 18,468 
Total other income............. 65,227 52,961 56,788 80,840 75,823 
Income before underlisted items. .. . 601,474 613,881 769,721 843,482 888,623 
Interest charges 
Interest on long termidebt =. sa .4- 173,399 199,253 228,160 247,808 279,473 
Otheranterest Sa eee ee 3,886 3,140 2,860 4,781 7,469 
Total interest charges........... 177,285 202,393 231,020 252,589 286,942 
Unrealized foreign currency losses ..... — — 5,487 9,890 10,029 
Income before income taxes ....... 424,189 411,488 533,214 581,003 591,652 
TnCometaxes sy. eee eed ieee eee 185,696 178,593 240,118 256,370 272,561 
Income — telecommunications 
Operations.) ere eer 238,493 232,895 293,096 324,633 319,091 
Contract operations 
OperatingwreventicSaraes es ere — — 185,653 SHI TSS) 453,605 
Operating SXPENSeS sa ace ree rare — — 165,843 252,141 362,113 
Net revenues — contract 
operationss 1o:4e<.... = Bee ee — — 19,810 67,654 91,492 
Miscellaneous —met'.2)..:...c.0e0e.. — — (2,761) (7,199) 3,593 
Income before income taxes ....... — — 17,049 60,455 95,085 
INGOMEHTAKESE RAR eon sents, Sean eett —- — 9,328 29,278 48,235 
Income — contract operations ..... _— — 7,721 31,177 46,850 
Income before extraordinary item. . 238,493 232,895 300,817 355,810 365,941 
Extraordinary item (note 4)............. — — 4,122 29,835. — 
INetsincome’s. trent oc: Ree $ 238,493 §$ 232,895 $ 304,939 $ 385,645 $ 365,941 
INC USLINC OIC Wenn ey wert: ii woes eet $ 238,493 $ 232,895 304,939 $ 385,645. 365,941 
Dividends on preferred shares....... 28,847 31,534 38,702 30,521 38,243 
Net income applicable to common 
SNARES area ts. lie Seen: $ 209,646 $ 201,361 $ 266,237 $ 355,124 $ 327,698 
Earnings per common share* (note 5) 
— before extraordinary item...... Se 1e74 $ $ $223 $ 2.01 
— after extraordinary item........ $ 1.74 $ $ $ 242 $ 2.01 
Assuming full dilution 
— before extraordinary item...... Se s65 Se 1256 So dei $ 2.08 $ 1.99 
— after extraordinary item........ $ 1.65 Su 156 $: 1.93 $952.26 SL LO9 
Dividends declared per common share . . $ 1.19 $ 1.36 $ 1.43 $ 1.55 $ 1.68 
*Based on weighted average common 
shares outstanding (thousands)......... 1203307 127,662 133,396 152,810 162,762 


34 


1980 1981 
$1,125,352 $1,337,399 
1,104,056 1,337,776 

82,096 103,880 
2,311,504 2,779,055 
1,756,561 2,080,000 

554,943 699,055 

22,091 23,436 

6,695 7,325 

14,004 16,498 

11,020 26,535 

53,810 73,794 

608,753 772,849 

202,278 243,383 

6,776 3,544 

209,054 246,927 

7,072 10,297 

392,627 515,625 

177,103 235,832 

215,524 279,793 

322,360 333,586 

252,573 252,636 

69,787 80,950 

584 (2,491) 

70,371 78,459 

35,539 39,050 

34,832 39,409 

250,356 319,202 

250,356 $ 319,202 

250,356 319,202 

27,689 26,867 
$ 222,667 $ 292,335 

$ 1.38 $ 1.69 

$ 138 $ 1.69 

$137 fo Ge 

$ 137 $ 1.67 

$ 1.23 $ 1.35 

161,786 172,627 


Supplementary Information 
BELL CANADA 


NON-CONSOLIDATED BALANCE SHEET 
(thousands of dollars) 


ASSETS 


Telecommunications property — at cost (note 13) 
BUGIS plane aNd CQuUipPMeN Grain > « Sanccaanbed pnicteoha eRe ek od Miedo RRO 6 4 weer TC oes els 
Hess ex ccumulated depreciation’. ;.% «site. Ree iek c Se Rey ee, oe ite ooo SS A esc 


Land 


Investments — at cost 
SUDSIdiaive COMPAS Mer. Se eee ROMs nactecn eis acl RE Rep Te Crcin resent ree Rewer anced Meee bereits 
PASSOGLALE GN COMP ATESiss, = az a Panislay Weeds ty V ora td on oebent oped tacos Litres kc RRM aoe ee es, hol le 


Current assets 
Cash and temporary cash investments — at cost (approximates market)..................00..0005. 
Accounts receivable — (including $4,328 ($3,692 — 1980) from subsidiary and associated companies, 
and less $4,750 ($2,801 — 1980) for provision for uncollectibles)....................000005. 
(OURO. 5 ES Sa ae eA RE REN NRME I ciee h eR ay RRR We eR ts A et ee 


Other assets 
Cash and temporary cash investments held for contract operations — at cost (approximates market)... . 


Matemedi charsesi——.cOnthactioperatlonS..). 4-7-cei.e ented eat es ers ee ie el cMNE-< oondl Syrsis aireeechs 
— unrealized foreign currency losses, less amortization ....................0000- 
= OLS Ra omre See Sv Raoekesn els eee RNR Race Tes (RR EI oats ae Me eon Aas 

ROGAN: ASSEUS Ys 2 e.2 cic 5.5, SRR ee cs 9k CO ES CR ENE RUMORS: re ee St cles cies 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Capital stock authorized (note 7) 

Common shareholders’ equity 
(QOepabry OLAS TEN CO OTe) Lepte) Mane een MER Reh giv, FM rec a OR Pei ky Ah ae MORO ee 
Premipmioncapital stockes. Ase.) 225. able ae. See eee lant Re eo en eee bie. 25. Pc 
Retained! cammines Ss «x AE... TEP ae os Smee re ee tee oe a nee ea 


Convertible preferred shares (redeemable) (note 9)... .. 2.20.20 20 eeeeeeeteeee eee e renter teeee 
Non-convertible preferred shares (redeemable) (note 9).......... 0.0... 0c c ec cette 
Long term debt (including unrealized foreign currency losses) (note 10)............................ 


Current liabilities 
Accounts payable — (including $94,989 ($69,798 — 1980) to subsidiary companies) ............... 
Advance billing fOr SELViCe:.. bcs. . o1 ue ayo iets eA: REED Migs. EER RA cere Roce aa. ssp 
Dividends payable“... 28) Moo. o, < PEE Fate ae ere ara es GeaReenenintt ene 2m, My Oye RO een RS 
TR CSS RIGO TV (Cen ie SEE Gee Re eae mance: torn Seni AM tour Mi eee oes orca in eae 
PRICTESUTACCHUCC Ss etre tees Ser oe a 2c lags uly coe elke Sedan ees ea Ae ee eee ea GAK 5 Secs 
Webtdue: withinvonesyear (NOLAN). i.qurac a aeieceetacm sat ater REE uae es) MEO etc ge oiry Me iewensto bet s16=..2 ot 


Deferred credits 
LF SVSCGY a (SR 02 bs CR Re tM ener ere re gt i ee eRS yA oad ec, et A Re, Ce aes oe Se ac wee a eee 
(OYIRtEPAG Yo] Sat PA ee eit beeen teamicrs: Ser Re IO te SRM. iba eg oe CREED |S eee 


Commitments and contingent liabilities (notes 12 and 13) 
Total liabilities and: shareholders’ equity’:..:2---=-..-mclece occ ee tee oe dene ees heen sec 


Approved by the Board of Directors: 
(Signed) W. F. Licut, Director 


8) 


As at September 30, 


1981 


$11,021,768 
3,411,817 


7,609,951 
87,182 
335,938 
111,089 


8,144,160 


345 ,260 
107,971 


453,231 


90,495 


657,875 
54,884 


803,254 


22,548 
32,995 
164,254 
48 526 


268 ,323 
$ 9,668,968 


$ 1,459,889 
983,088 
969,717 


3,412,694 
263,255 
104,430 


3,650,251 


402,419 
61,044 
85,555 
72,388 

ese SiS 

157,668 


894,389 
Hs api 27/7) 
181,994 
1,343,971 


$ 9,668,968 


(Signed) LouIsE B. VAILLANCOURT, Director 


1980 


$10,011,664 
3,050,972 


6,960,692 
82,114 
257,057 
O96 


7,407,824 


323,450 
107,971 


431,421 


57,650 


697,664 
58,371 


813,685 


91,474 
S017 
126,631 
46,032 


321,154 
$ 8,974,084 


$ 1,369,356 
865,423 
881,184 


Sy IIS963 
370,130 
109,835 

3,278,663 


344,159 
16229 
TOGO 
55,577 
93,679 

180,960 


785,119 
1,028,817 
285,500 
1,314,374 


$ 8,974,084 
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BELL CANADA 


NON-CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
(thousands of dollars) 


Nine months ended 


_CYearended December 31, «September 30, __ 
__ 6 ey ee 
Balance at beginning of period......... $ 594,085 $ 658,213 $ 682,748 $ 751,554 $ 861,322 $ 861,322 $ 910,875 
INeiInCOMe = =e Ron so cacy 238,493 232,895 304,939 385,645 365,941 250,356 319,202 
Excess of par value over cost of 
preferred shares purchased for 
Cancellationi(Mmote 9) an. ace cee ree 203 66 4 x 341 154 776 
832,781 891,174 987,691 15137,236 1,227,604 PIE S32. 1,230,853 
Deduct: 
Dividends — 
Preferred shares — 
$3... 20ushatesu. ceca wee ee re 1564S ie 2985 634 384 334 258 197 
$3 OAuSIATCSh. Reames. ic Seen eee DEASS 1,103 645 316 246 ise * Si 
SANDS Shanes wet ee Ree ee ae 8,454 8,385 eS52 1,474 590 482 256 
SDD ST shaves emer haere, oe notes 11,400 11,397 11,390 5,316 2,042 ae 788 
S196; Sharesmeaace. tte teen a: acts ere — — 9,060 13,478 11,145 8,648 SSI 
SQV OSnshares aero. sac oe a —_ — = 14,569 9,389 15,392 
So OSSIAN Gt ee te ees i ae 3,530 3,414 S321 31293 3,092 SVT 2226 
SIESONShaneSeeceae tices cc ecchae eae ey 36S oe 1,300) ~ ~ 6,300 ~ 6,300 ___ 6,225 ee 4,688 RS. 
28,847 Bios 38,702 30,521 38,243 27,689 26,867 
Common shares ........-.--........ 143,969 175,626 193,113 240,571 274,884 199,872 _ 234,081 
172,816 207,160 231,815 271,092 SBT 227,501 260,948 
Expenses of issues of capital stock....... pee IY 266 eee ey = 33002 ea 139089 6 ah 
174,568 208,426 236.137 275,914 316,729 230,648 261,136 
Balance at end of period.............. $ 658,213 $ 682,748 $ 751,554 $ 861,322 $ 910,875 $ 881,184 $ 969,717 
Dividends per share — 
Preferred shares — 
SMB IAPAOINS NETIC. oo. 7 OE crore cain ean $3.20 $3.20 $3.20 $3.20 $3.20 $2.40 $2.40 
S38. 4uShaleS oa eee eee eae ce: $3.34 $3.34 $3.34 $3.34 $3.34 $2.50 $2.50 
SAPS ESNALC Sek oe eed ak oe eine $4.23 $4.23 $4.23 $4.23 $4.23 $3.17 $3.17 
GO DSR SINAne Sayer e or Meaie ee Saint $2.28 $2.28 $2.28 $2.28 $2.28 $1.71 $1.71 
SOON sh anesh ea eapee aa. nekaie een ete: == = $1.30 $1.96 $1.96 $1.47 $1.47 
SOLOS SHATeS eee Ree eras ee cee — — — — $1.45 $0.94 $1.54 
$2.25 shares 5 ie RO ean tenet FE $225 $2.25 $2.25 S225 $2.25 $1.68 $1.68 
MESO; Shares teeters Sot cree $0.39 $1.80 $1.80 $1.80 $1.80 $1.35 Sie 
Commonssharcss ee eee ee nie $1.19 $1.36 $1.43 $1.55 $1.68 Silee3 Silos 


Non-Consolidated Statement of Premium on Capital Stock for Bell Canada is not presented here because it is 
the same as Consolidated Statement of Premium on Capital Stock for Bell Canada and Subsidiary Companies. 
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BELL CANADA 


NON-CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
(thousands of dollars) 


Nine months ended 


Year ended December 31, September 30, 


1976 1977 1978 1979 1980 1980 1981 
Source of funds 
Operations 
Income before extraordinary item.... $ 238,493 $ 232,895 $ 300,817 $ 355,810 $ 365,941 $ 250,356 $ 319,202 
Items not affecting funds 
DepIcCialtONuen ea eniee cent nearer 385,410 427,853 473,993 531,032 586,666 434,206 479 ,304 
Detemed mcome taxes | as eee 87,509 102,765 68,891 107,769 125,493 93,188 100,855 
Allowance for funds used during 
COMSUMUICLION' ce ene oe (14,734) (15,683) (13,530) (19,964) (18,554) (14,004) (16,498) 
@then——wmetyre etanie . See ee 6,929 TQS 15,800 (18,344) (20,632) (13,319) (24,721) 
Total from operations ........ 703,607 755,085 845,971 956,303 1,038,914 750,427 858,142 
Net proceeds from the sale of common 
SIME S LOM aesMUSICLany tne cata rnc — — 4,778 34,585 — — — 
Proceeds from long term debt......... 251,663 255,204 415,409 238,668 487,376 260,291 184,088 
Issue of common shares 
—underwritten issue............... _ — — 194,109 — = — 
—upon exercise of warrants ........ 763 118,607 — — == = = 
—under the Dividend Reinvestment 
and Stock Purchase Plan ....... — — 30,134 64,125 83,037 51,920 53,302 
—under the Optional Stock 
Dividend Programs... es. — — = — 1,510 =— 6,326 
—upon conversion of convertible 
Prcleinedeshatessmetrem re eee te 34,655 18,952 125,820 74,044 71,064 46,586 82,420 
Proceeds from issue of preferred shares . 68,248 — 170,903 = 196,757 196,757 — 
Advance payment on contract operations — — 190,587 — — — —_ 
Decrease in cash and temporary cash 
investments held for contract 
ODERAMOU Ss AMEE is ca han beens = — — 42,319 = — 43,902 
INiiscellane Gus yaw tn a Saket d ss 11,608 19-356 95,107 116,763 30,665 20,504 20,288 
Decrease in working capital........... 137,453 88,312 a —- — 13,180 235,591 
$1,207,997 $1,253,516 $1,878,709 $1,720,916 $1,909,323 $1,339,665 $1,484,059 
Disposition of funds 
Capital expenditures 
Gross capital expenditures.......... $ 901,324 $ 951,079 $1,003,672 $1,116,743 $1,296,997 $ 930,099 $ 989,470 
Deduct: charges not requiring funds . . (25222) (14,703) (22,709) (11,749) (13,724) (8,519) (7,472) 
Increase (decrease) in material and 
SL j0) OES oh gee eee Com eter ae 27,567 (3,234) 4,729 20,406 (19,375) (14,364) 8,139 
Net expenditures................. 903,670 933,142 985,692 1,125,400 1,263,898 907,216 990,137 
DIRS ta Sra earth aeiher pean eee eeenete 172,816 207,160 231,815 271,092 Si Dy! 227,561 260,948 
Reduction of long term debt .......... 93,145 76,604 114,992 105,358 71,556 70,071 93,029 
Acquisition of investments............ 1,670 3,545 4,024 106,493 23,779 13,836 14,216 
Conversion of preferred shares ........ 34,684 18,975 125,848 74,047 71,065 46,588 82,420 
Increase in cash and temporary cash 
investments held for 
Contract OpeTatlOnSinm, «ts. > -fac 0 — — 91,851 = 16,918 41,942 — 
Deferred charges — contract operations . == = ORY — — — = 
iMuscellaneoustpss tc cee sone ena 2,012 14,090 7,429 3,646 46,270 32,451 43,309 
ineicdsednavorking.capital®, «cst -—. «ype ged seth mes sae 204 [doe et S48800 yl 02/10 euler bee ure 
$1,207,997 $1,253,516 $1,878,709 $1,720,916 $1,909,323 $1,339,665 $1,484,059 
Working capital changes 
Increase (decrease) in current assets: 
Cash and temporary cash investments. $ (43,450) $ (84,209) $ 192,539 $ (118,779) $ 107,911 $ (29,873) $ (104,939) 
Accounts Tecelvable. 52-2. 4.----> =< (14,466) 25,066 210,079 167,331 (6,583) 55,645 22,439 
Other Metered feo ards ergo (1,133) 830 3,241 7,181 3,938 38,411 30,986 
(Increase) decrease in current liabilities: 
ACCOUMSupayableman «vex mana cies (71,114) 6,718 (61,086) (84,007) (59,870) (6,588) (4,978) 
Advance billing for service ......... (4,001) (4,757) (5,758) (2,407) (10,121) (9,446) (3,140) 
Dividendsspayavle a. ene eer . (4,629) (6,897) (10,679) (8,970) (13,162) (5,739) (2,617) 
PAXESHACCHUG UMAR AE sane ia hehe weoorets 36,574 4,184 (96,492) 52,803 25,102 18,641 (45,272) 
Interestiaccmicdian. er: eee i (5,780) (10,836) (14,508) (5,129) (15,491) (20,814) (26,959) 
Debt due within one year........... (29,454) (18,411) (13,190) 26,857 70,986 (53,417) (101,111) 
Increase (decrease) in working capital, 
GS -ADOVEI Tae in uo ee eee ae $ (137,453) $ (88,312) $ 204,146 $ 34,880 $ 102,710 $ (13,180) $ (235,591) 
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BELL CANADA AND SUBSIDIARY COMPANIES 
NOTES TO FINANCIAL STATEMENTS 


1. Accounting policies 


The accompanying financial statements have been prepared in accordance with Canadian generally accepted - 
accounting principles and conform in all material respects with International Accounting Standards. 


Bell Canada and its telephone subsidiary and associated companies are subject to regulation, including 
examination of accounting practices, by their respective regulatory authorities. The system of accounts 
and accounting practices are similar to those being used in the telecommunications industry. 


Consolidation — The consolidated financial statements include the accounts of all, directly or indirectly, 
majority-owned subsidiaries except for finance subsidiaries of Northern Telecom Limited. These 
non-consolidated finance subsidiaries and the investments in associated companies (50% or less, and 20% 
or more) are accounted for by the equity method. The finance subsidiaries are not consolidated as their 
business is fundamentally different from that of the consolidated group (see note 3). 


The associated companies of Bell Canada and its subsidiaries at September 30, 1981 were Maritime 
Telegraph and Telephone Company, Limited(1), The New Brunswick Telephone Company, ee 
Telesat Canada, Sotel Inc., and Edward H. O’Brien Pty. Limited. 


The companies in which Bell Canada had a direct investment of more than 50% of the common 
shares outstanding at September 30, 1981 were: 


% 
Northern Telecom: Linnited (ig © 5 Ree cc vise Seen oan pee eee pe By 
Newfoundland Telephone-Company Limited. 0... orev i ees coe ieee 64.3 
Norther: Telephone Limited. ste os <7 ocr en poten nire Gtontaneaser ster ere eae 99.8 
Télébec Ltée. 's ok ace ae ORY GEG Tet Pep ete ee - er nae Ogee 100 
The Capital Telephone*Comipany Limitciiy =. ras ss oe er ee 100 . 
The North American. Telegraph Compania... eae ce te eee ee 100 
Bell Canada — International Management, Research and Consulting Ltd. ... 100 


The excess of cost of shares over acquired equity (goodwill) is being amortized to earnings over periods not 
exceeding forty years. Such amortization amounted to $645,000 in 1976, $929,000 in 1977, $4,142,000 
in 1978, $4,128,000 in 1979, $2,769,000 in 1980 and $2,516,000 and $1,711,000 in the nine months 
ended September 30, 1980 and 1981, respectively. In addition, $89,412,000 representing the unamortized 
excess of cost of shares over acquired equity, related to the acquisition of Sycor, Inc. and Data 100 Cor- 
poration, was fully written off in 1980 (see note 4). 


(1) At September 30, 1981, Bell Canada was the registered owner of 2,172,200 or 37.0% of the outstanding common shares of Maritime 
Telegraph and Telephone Company, Limited; however, under a statute passed by the Legislature of Nova Scotia, not more than 1,000 
shares may be voted by any one shareholder. 


Manufacturing sales comprise: (Ghotsands oF donde) 


Nine months ended 


Year ended December 31, September 30, 
1976 1977 1978 1979 1980 1980 1981 
Sales to: 
Bell: Ganadampar.t cue petits te $ 531,704 $ 533,235 $ 536,684 $ 616,006 $ 630,895 $ 461,224 $ 590,517 
Telephone subsidiary and 
associated companies of 
Belli@anada yas ..c.teeenc coer. 65,903 52,046 50,694 43,522 5S) Pall 41,922 58,194 
Sub'total eeuce pci oe 597,607 585,281 587,378 659,528 686,182 503,146 648,711 
Salés'tovothetswrmm merce eee 475,749 609,447 882,619 1,204,632 1,332,363 992,506 1,184,864 
Wotalesalestac a: wert ee $1,073,356 $1,194,728 $1,469,997 $1,864,160 $2,018,545 $1,495,652 $1,833,575 


1. Accounting policies (continued) 
Consolidation (continued) 


Telecommunications equipment, purchased by Bell Canada and its telephone subsidiaries from Northern 
Telecom Limited and its subsidiaries, is reflected in the consolidated balance sheet at cost to the 
purchasing companies, and is included in Manufacturing sales in the consolidated income statement. To 
the extent that any income on these sales and those to associated companies has not been offset by 
depreciation or other operating expenses, it remains in consolidated retained earnings and consolidated 
income. This practice is generally followed in the industry. All other significant intercompany transactions 
have been eliminated in the accompanying consolidated financial statements. 


Depreciation — Depreciation is computed on the straight line method using rates based on the estimated useful 
lives of the assets. 


When depreciable telecommunications property is retired, the amount at which such property has 
been carried in Telecommunications property is charged to Accumulated depreciation. 


Depreciation expense, including amortization of property held under capital leases, and the composite 


rates were: 
(dollars in thousands) 
Consolidated Bell Canada 
Year ended Expense Rate Expense Rate 
December 31, 
DTG eile boat. chika seca e ofc ene LON oc te TOE pee CES $430,241 6.14% $385,410 6.08% 
OWT gh POEs Ae cok Dale hie oe acne Rese tere ee ets 479,915 6.16% 427,853 6.06% 
hela s ce SROs eG nee aah Mota iT am Cae Pate ays 550,058 6.33% 473,993 6.07% 
POTD er dss oheciices.s 80 0 OSE Ebene 646,970 6.55% 531,032 6.06% 
OY Oc Eanes oe PERE So OH Nore Mtrcis Gio ag Saciowe 32-520, 6.64% 586,666 6.03% 
Nine months ended 
September 30, 
VO SO ieie cra ces c hue Ole athe etter a Bylot ait oes eceers 543,369 6.66% 434,206 6.02% 
iRO}SH DE aceite ois one ERE Met ORO rected hem pee Sn rem 599,403 6.59% 479,304 6.01% 
Research and development — All research and development costs are charged to income in the periods in 
which they are incurred. 
Total research and development expense was: 
Year ended (thousands of dollars) 
December 31, ’ Consolidated Bell Canada 
POT GS oecoc es BM cunt Sin ge Oe Sle hse Re IE GPS en eee ey ER Rika Rat Rove t $ 84,205 $ 22,790 
OT Tis, (SNE Ka mle shade, oy Bote etches ts ay ook Paps aes oa re Re ame Ce tie coh TS aE Oe 112,668 44,447 
|S 9: ae eee NE rete RAIA ee MeGRe Oy ots. ores RT EREY SGOT nO o. Any ATCO a REP ERE rc 150,936 53,037 
|S 72 aie, evi nie rari Bie Bea ss Hee AS Je 8 cy CS En IR, a cat 4 DREN CE See Co NOL 183,744 51,033 
HOSA Ss 2 eas. way Sekt See i ee ees en Res. Res 197,319 56,298 
Nine months ended 
September 30, 
jG 10 i ae eg ar inte ga NAR i ih Pt ea ye 143,719 38,166 
OST. BR ees Set RC Re a, bce OMA s)5, dn oy armialofenere ets 176,890 52,196 
Translation of foreign currencies — Current assets (excluding inventories and prepaid expenses), current 


liabilities and long term monetary assets and liabilities are translated at the rates in effect at the balance 
sheet date, whereas other assets (including inventories and prepaid expenses) and other liabilities are 
translated at rates prevailing at the respective transaction dates. Revenues and expenses are translated at 


39 


Accounting policies (continued) 

Translation of foreign currencies (continued) 
average rates prevailing during the periods except for cost of inventories used, depreciation and 
amortization which are translated at rates prevailing when the related assets were manufactured or 
acquired. Currency gains and losses are reflected in net income of the periods except for unrealized 


foreign currency gains and losses on long term monetary assets and liabilities which are amortized over 


the remaining lives of the related items. 


Unrealized foreign currency (gains) losses charged to income consist of the following: 
(thousands of dollars) 
Nine months ended 
Year ended December 31, September 30, 
1976 1977 1978 1979 1980 1980 1981 


0) OE RMMERNE, FONG Cfo hae 8 Gp Se cage $.— $ .— $7,197 $11,338,< $11,202 $ 7,488 $ 8,803 
(Gains) losses on translation of foreign currency 
financial statements and net assets denominated in 
OAAMMABIAKIMOES «9 dn one b ebony acouewesekuan as (L774) (S981) i{G,938) (653) Sil 299 Sr) 


$(1,774) $(5,987) $ 259 $10,685 $11,253 $ 7,787 $ 5,584 


Leases — Leases are classified as capital or operating leases. Assets recorded under capital leases are 
amortized on a straight line method using rates based on the estimated useful life of the asset or based on 
the lease term as appropriate. Obligations recorded under capital leases are reduced by rental payments net 
of imputed interest. 


Inventories — Inventories are valued at the lower of cost (calculated generally on a first-in, first-out basis) and 
net realizable value. The cost of finished goods and work-in-process inventories is comprised of material, 
labour and manufacturing overhead. 


Allowance for funds used during construction — Regulatory authorities require the telephone companies to 
provide for a return on capital invested in new telephone plant while under construction by including an 
allowance for funds used during construction as an item of income during the construction period and also 
as an addition to the cost of the plant constructed. Such income is not realized in cash currently but will 
be realized over the service life of the plant. 


Contract operations — Bell Canada provides consulting services under contract to clients, principally foreign 
telecommunications organizations. The accounting method generally known as percentage-of-completion is 
used in the determination of net income for such operations. 


Income taxes — Bell Canada and its subsidiaries use the tax allocation basis of accounting for income taxes. 


At September 30, 1981 foreign subsidiaries of Northern Telecom had tax loss carry-forwards for ac- 
counting purposes of approximately $171,000,000 on which tax benefits have not been recognized in the ac- 
counts and which are available to reduce taxable income in future years. Of the total, $100,000 will expire if 
not used in 1981, $4,100,000 will expire if not used between 1982 and 1987, $136,800,000 will expire in 
1995, $20,000,000 in 1996, while $10,000,000 can be carried forward indefinitely. 
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2. Equity in net income of associated companies 


This item represents the share of net income of companies accounted for by the equity method, except for the 


finance subsidiaries. See note 3. 


/ 


The dividends received from companies accounted for by the equity method amounted to: 


Year ended 
December 31, 


Nine months ended 
‘September 30, 


3. Non-consolidated finance subsidiaries 


(thousands of dollars) 


BENS IS OG 6 FRIES ere sete PNG LOR, OFF NO SCS eso Sere Ae, Umea ee Ta $ 7,641 
Bonne tic Aen og ad aa i EAT che aeRO erent eee Rae on a Ok CASE OReP oe Set al ea Oye St eNO 8,056 
Sea raha ra ge esha ten re ee arr AO RR Pit eS ale i Perna ae Ae ONG PRES PP MRNA PASI ct, 7,926 
Sikh it ah Dita iat Kui ene lord a can Ue Geman At Soin RA tn A ate a ha AM tk a toe Rah li A 9,345 
Be i a RM Lo iis 8h cit. Aare trac n sober A anc Sirtai iam ccmrtts uranyl citar dle ee rie nace aaa le datas 12,501 


ak ie disit, Se Saha io Nae al a Re a ek ed cee 5. a eA iran eae, cs a eee 9,828 
Re RET Nn So 89 Meo IS Meee aras ons. a9 Yuna yT EPS ae = 0 S75 Oe cane atc OR ers one 9,524 


Income from operations of the finance subsidiaries of Northern Telecom Limited reduces consolidated interest 
on long term debt; unrealized foreign currency gains or losses and income taxes are included in the respective 
captions of the consolidated income statement. The following is a summary of the combined financial data 


of these companies: 


[ti GOTIS acess tee. vest Oe ors sara cauiieweie se errata sem ea ea 
Interest expense 
Other expenses 


[NCOmMeShOm/OpPCnatlonSeiee rer cas eo fo cle ae erate cde ere Gar sua soa Rae sake cena ea aor 
Unrealized foreign currency gains (losses) 
Income taxes 


Net income 


PCG] BA Nol Ce ee ye Rain Pte ce RRA Meee Be or cS RR E ES EMRE <n ty Seance Me a gl ate 
Total AWAD UTES oe scar se re eee re ec eo a RS ea hr re eer 


Shareholders’ equity o5..2.05 suesicime sen cto home er Se ea een ge eee tee ee ne 


4. Extraordinary items 


Year ended 
December 31, 


(thousands of dollars) 


Year ended 


December 31, 


1980 


$ 65,119 
(2,168) 
(1,951) 


61,000 
6,013 
(8,835) 


$ 58,178 


September 30, 
1981 


$504,253 
$147,606 
$356,647 


Nine months ended 
September 30, 


1980 1981 
$ 44,461 — $ 76,183 
(722) (8,452) 
cons ELE GU 520) 
42,911 53,835 
(107) 4,606 
(6,733) (9,787) 


$ 36,071 $ 48,654 


September 30, 
1980 


$352,727 
$26,987 
$325,740 


1976-1977 — reduction of income taxes of $2,188,000 for 1976 and $2,367,000 for 1977, net of minority 
interest, arising from the utilization of prior years’ tax losses of a subsidiary of Northern Telecom 


Limited. 
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4. Extraordinary items (continued) 


1978 — i) reduction of income taxes of $8,964, 000, net of minority interest, arising from the utilization of 
prior years’ tax losses of subsidiaries. 

— ii) increase of $17,474,000 in book value in subsidiaries, reported on a coidaee basis, resulting 
principally from the issuance of common shares by Northern Telecom Limited upon the acquisition of 
Sycor, Inc. The Canadian practice is to include this increase as income whereas the practice in the United 
States is to treat it as paid-in capital. 

— ili) provision of $1,948,000, net of income taxes of $3,648,000 and minority interest of $1,244,000, 
for costs of terminating the electrical and electronic products distribution business of Northern Telecom 
Limited. 

— iv) gain of $4,122,000 (Bell Canada only), net of income taxes of $565,000, arising from the sale, 
upon exercise of warrants, of common shares of Northern Telecom Limited. 

1979 — gain of $29,835,000 (Bell Canada only), net of income taxes of $4,145,000, arising from the sale, 
upon exercise of warrants which were exercisable prior to December 1, 1979, of common shares of 
Northern Telecom Limited. 

1980 — loss of $90,015,000, net of income taxes of $3,241,000 and minority interest of $73,744,000 
resulting from write-offs by Northern Telecom Limited of unamortized goodwill and technology 
investments and from the discontinuance of certain elements of the electronic office systems business of 
Sycor, Inc. and Data 100. 


Nine months ended 
September 30, 


1981 — gain of $8,728,000, net of income taxes of $19,920,000 and minority interest of $7,227,000 resulting 
from the sale of investment in Intersil, Inc. by Northern Telecom Limited. 


5. Earnings per common share 
Earnings per common share are based on weighted average shares outstanding. 


For the computation of the earnings per share, assuming full dilution, the dividends on convertible preferred 
shares have been added back to income. For the year 1976, the computation also includes the dilutive 
effect of warrants outstanding as of the end of the year. 


6. Inventories (thousands of dollars) 
September 30, September 30, 
1981 1980 
Raw: miatepighsevtcic cas acces: ones 4 oo Rinne Renin tees ne eee S172, Lon $200,299 
Work siteprOGes sac olay «cose ieee ce eek ae eg ces ne ee 240,495 201,939 
Finished S0Ogs=. 2 sxc th voce 3 ows Seat ee Chie 198,224 182,513 


$610,870 $584,751 


7. Capital stock authorized 
By charter — $5,000,000,000. 


By shareholders — $5,000,000,000 divided into common shares of the par value of $8% each, and: (a) not 
more than 2,000,000 of a class of preferred shares to a maximum aggregate amount of $94,000,000; (b) 
not more than 9,000,000 of another class of preferred shares to a maximum aggregate amount of 
$225 000,000; (c) not more than 7,000,000 of another class of preferred shares to a maximum aggregate 
amount of $219,000,000; (d) not more than 7,000,000 of another class of preferred shares to a maximum 
aggregate amount of $175,000,000; and (e) ten additional classes of preferred shares to a maximum 
aggregate amount of $1,000,000,000. 
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Common shares (dollars in thousands) 


Outstanding September 30, 1981 September 30, 1980 
Number of Number of 
sd shares Amount shares Amount 
Patvaine Of $85 pet silate . ou aka ania: 175,186,720 $1,459,889 164,322,672. $1,369,356 


Number of common shares issued during the periods are as follows: 


Nine months ended 
September 30, 


1981 1980 
For cash tie oS 
— under the Shareholder Dividend Reinvestment and 
Stock PurchasesPlans.i zs: 3.2 vay tan asin ole’, GSS, ee 2,965,495 2,756,755 
—aunacr the: Employees saving Plam (0966) ia so. 2.6.2. menes se rues « 532,670 464,399 
Upetcconversionvof preferred shares: - Me 28 a 27 << Grae oe eR as ae o 4,050,090 2,623,814 
Woder- tire. Optional Stock) Dividend Program 7.0.05... Se fo od eo. 335,725 = 


7,883,980 5,844,968 


*Under the Optional Stock Dividend Program, which became effective with the quarterly common dividend paid on October 15, 1980, 
shareholders may elect to receive dividends on common shares in the form of additional common shares. 


Common shares reserved at September 30, 1981 — 26,834,560: 
11,799,523 shares for issuance under the Shareholder Dividend Reinvestment and Stock Purchase Plan. 
170,717 shares for issuance under the Employees’ Savings Plan (1966). 
13,283,038 shares for issuance upon conversion of all convertible preferred shares. 
1,581,282 shares for issuance under the Optional Stock Dividend Program. 


Preferred shares (dollars in thousands) 
Outstanding September 30, 1981 September 30, 1980 
Number of Number of 
shares Amount shares Amount 


Convertible preferred shares (redeemable) 
$3.20 shares 


(par value of $47 per share) ......... TI AST $ 3,628 102,587 $ 4,822 

$3.34 shares, class B, series B 

(par value of $52: pershare) 2; 72% «22 BOP Sho) 2,868 71,412 Sls 

$4.23 shares, class C, series D 

(par value of $47 per share) ......... 69,715 SOME 106,223 4,992 

$2.28 shares, class C, series E 

(par value of $25 per shate) .. 2.2.3 370,041 OP 1 579,706 14,493 

$1.96 shares, class D, series G 

(par value on $25. per share)... eeu. F L772 .8o0 44 321 5,685,514 142,138 

$2.05 shares, class E, series H 

(par value of $20 per share) ......... 9,994 398 199,888 9,998 ,600 199,972 
Total par value of 

convertible preferred shares. ..42.4..% 263,233 $ 370,130 
Non-convertible preferred shares 

(redeemable) 

$2.25 shares, class B, series C - 

(parivalue of $30 per-share) 0.12% e0 1,301,200 »$ 39,036 1,361,435 $ 40,843 

$1.80 shares, class B, series F 

(par*value*of $20 per*share) 22. .22 3% 3,269,700 65,394 3,449 600 68,992 
Total par value of 

non-convertible preferred shares...... $ 104,430 $ 109,835 


During the nine months ended September 30, 1980, Bell Canada sold 10,000,000 $2.05 preferred shares of the 
par value of $20 each. 
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Preferred shares (continued) 


Following is a brief summary of the material characteristics of the preferred shares: 
Number of shares 


Preferred converted at 
Redeemable at to common _ Sept. 30, 1981 
Bell Canada’s conversion Convertible and for periods Purchase fund 
option basis to ending Sept. 30, requirements (d) 
Convertible (a) $3.20 Currently at $47.50 1,922,813 
shares per share to Feb. 1, including 
1982 and at $47 Feo) Ile 1981 — 22,915 
thereafter. eS) 1982 (1980 — 6,404) — 
$3.34 Currently at $53 per share 
shares to Aug. 1, 1982 and at 1,944,844 
reducing amounts including 
thereafter to $52 after Aug. 1, 1981 — 14,052 
Aug. 1, 1983. 1 for 3 1983 (1980 — 10,008) — 
$4.23 Currently at $51~per share 
shares to Dec. 1, 1981 and at 1,930,285 
reducing amounts including 
thereafter to $47 after Iie, Ie 1981 — 28,539 
Deco hOS oy 1 for 3 1986 (1980 — 152,956) 69,715 in 1982 
$2.28 Currently at $27 per share 
shares to Jul. 2, 1982 and at — 4,629,959 Annually 
reducing amounts including 250,000 shares 
thereafter to $25 after iuile2s 1981 — 161,458 commencing in 
Jul. 2, 1987. 2 for 3 1987 (1980 — 879,944) 1983 
$1.96 On May 1, 1984 at $26.50 
shares per share to May 1, 1985 5,227,163 Quarterly 
and at reducing amounts including 87,500 shares 
thereafter to $25 after May 1, 1981 — 3,006,429 commencing in 
May 1, 1990. (b) 5 for 6 1990 (1980 — 662,038) 1986 
$2.05 On April 15, 1986 at 
shares $21.50 to April 15, 1987 5,602 Quarterly 
and at reducing amounts including 125,000 shares 
thereafter to $20 after Apr. 15, 1981 — 3,690 commencing in 
April 15, 1992. (c) 1 for | 1992 (1980 — 1,400) 1988 
Non-convertible (a) $2.25 On Oct. 1, 1983 at $31.50 
shares per share to Oct. 1, 1988 
and at reducing amounts 
thereafter to $30 after Annually 
Oct. 1, 2003. — — a 51,000 shares 
$1.80 On Oct. 2, 1986 at $21.20 
shares per share to Oct. 2, 1991 


and at reducing amounts 
thereafter to $20 after 
Oct. 2, 2006. -- 


Quarterly 
26,250 shares 


(a) The preferred shareholders are entitled to cumulative dividends at the respective rates set out in the titles of each issue and have one 


vote per share. 


(b) In the event that not more than 1,050,000 $1.96 preferred shares remain outstanding, Bell Canada may redeem all, but not part, of 


such shares at $25. 


(c) In the event that not more than 1,500,000 $2.05 preferred shares remain outstanding, Bell Canada may redeem all, but not part, of 


such shares at $20. 
(d) Purchase funds: 


Under the terms and conditions of the purchase funds, Bell Canada shall make all reasonable efforts to purchase the required 
number of shares for cancellation in the open market at a price not exceeding the par value per share plus costs of purchase. To 
the extent that Bell Canada is unable to purchase such shares, the undertaking is cumulative to a maximum of two years or eight 
quarters as the case may be, including the current period requirements. 


At September 30, 1981, 398,800 $2.25 preferred shares with an aggregate par value of $11,964,000 had been purchased and 
cancelled (including 41,800 shares with an aggregate par value of $1,254,000 during the nine months ended September 30, 1981). 
At September 30, 1981, 230,300 $1.80 preferred shares with an aggregate par value of $4,606,000 had been purchased and 
cancelled (including 135,300 shares with an aggregate par value of $2,706,000 during the nine months ended September 30, 1981 
which were purchased for the last three quarters of 1979 and the first three quarters of 1980). 


Taking into account purchases to September 30, 1981, the maximum aggregate par value of shares that Bell Canada may be 
required to purchase, if available pursuant to the terms of the purchase funds, for the balance of 1981 and in the years 1982 to 
1986 are $2,978,000, $6,907,000, $9,880,000, $6,631,000, $3,630,000 and $12,380,000, respectively. 
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10. Long term debt 
Bell Canada 


First mortgage bonds (secured by a first mortgage/and floating charge) 
(thousands of dollars) 


Rate of Outstanding 
Maturity date interest Series September 30, 1981 
January DOR Oe tron Aer ee DIVER ICN ati edits Cath tue es Ve is vee eee ore $ 40,000 
August Dial OS De 2 ace Sena rn a DEL lions  becsratar, (ings tert sce [RS > 59 Re eos ees 50,000 
March ESRI O88.) oP als tara a tea lee ARN. aaa, 6 ote en Poe Wheat, SR 50,000 (a) 
June TSU OSA We een kee ete ee Sy ON Aino Chae ee eS erent rh eres 30,000 
October 1d CY ee ene eS eke ec SAV Se te rey teed eae eee a CO ee Cre ce 30,000 
August TRO SS LOOT EE ake ca eens: SSRN Che ee ee eee: ok ee GANT GoM etic Be be coy 26,000 (b) 
January De DOS OME tee ee ee ee Cale gle, ota wrap re ea a ur Pa Sate ne eee eee 35,000 
July TSRRLO SY, ote cr gene tat. ee ER AUG) § sit Rate, Cees Slt ene TON Oh serra re eh Cae 35,000 
May tL pTO SS ieee cea oe eee USNS Re eSe OW Weiraeetras tees one De sated oO eco ae 50,000 (a) 
INOVETD Chom: LISS sae eae teach = Oe ee NE We eee, ee 50,000 
January LS 1OSO i ee A ie ee ee OD A TaRy tac Sag tene ibs co ethene TN ee MGR ETS oak ie RED 9,466 
October TOROS Sie. algae ee tele es AES OG MEE PM han eaten Tle Ge Gites Ra eI EEA mas 50,000 (a) 
Rebcuanye sl lOO: he nutter ene eet (eae si eae, Seria se NON lee sch i ta 30,000 
May Neel UO LO eam oes cee geben Sate CammreM rey Reet ont rege OME ae aoe er 600 
August LAW TOO Oi Feiss ae oe eee OUI eh ken. 2a Gee TAN O RRA) oh Saree ore 50,000 
April {OO ie ae ect eee eee GIN re es ZN DS Rts gies eR PAY 26,500 
November il ahOO Ii ctr ewes ere Taos: «ooh ee eae res i mam Cine rr A Aan 30,000 
March LSI OOR SSE on. Seen OME Toga Leen. See AGINY FY en te. Les 65,000 
SiG aes Rly MOR a sia wien ac eo nance SUEY SH) 33. Sacgee Si Ree nat UNO See ee 45,000 
April AA LOO BIE ee cAckAmicet eee Si WON ert ee AMWee Bn tags Gd SOC O 50,000 
August (ey oT Raia hime tats COLIN sete cxceenammretiat e os NG ae oe ee Ae 42,000 
December of; 1993) ga hes chest Oa Uae hee ius deo oycaah ge PN Sih CASTS Acura ee 35,000 
April IE DOE 200 SEH a: swe os Tats Tom my ancen sitter ee oe Tae «Rhee era eae 40,000 (a,c) 
May ls) LOOM EA naa i ere ae VEG OS Sino MORENO Ont dc 185] Bedi Ataren Are et FS 50,000 
November 1511994, nv acer,.....2 Skt ee et) eee neem oe Na ee ee 65,000 
December Win W004 Wir, evecare ar Qa Greta te Toor I elladiee te as ct ee eee 60,000 (d) 
June OO S= 2004 cee eee OYE. | Sere ta RR SECO 183 Es ate arts, a ae 130,000 (a,e) 
Sepromber gla lOO Sis se ter. cen QS SG) ce Mea ae 3 oe INIA Pama ate 2 50,000 (a) 
December IentS95me.. ca... :.. see: A BOGE Me cat Mic ee eee JN BN hea nex esen cee MeO 28,000 (a) 
June eI LO a nee, ct eee VO Pears cis anak ae BG 22 jn tani Cans 70,000 
Octobens IARI OCC en oe MRE OUBRC CS FN cr anid a eee Ale nett ete Ca ree 44,000 (a) 
Bepguary. ls 907 es ake cbs pense ee EN airs atop ORR TA 3 <9 te Aiea eiiee Sean oe 50,000 
December le 1997" |e... cet wee OxCU om arenes ae ee PSA, SS ero Nant: 51,000 (a) 
September ugaelOOSy here ae eaten ORS Biren CREM ¢ 3 ¢ JENIN Glenn Aerts Scher alot 75,000 (a) 
April [Resto Nig ene ce cei Os MY oi WP oe ic BOE IN Ps ae bill» siesta hes meena mer ke 110,000 
Sub-totall=—sirst: mortoase: bonds ..1aace geese tay na eM en cca oar cre 1,652,566 
Debentures 
July SECU SO ee eet cate ee ee NOUS Te Re tA ka a. 1D Ro ae ir ee ee ae 200,000 
July SEPA SG: ee en oedema art ARG: | ats tla ols, cootemuOte ede DST es orovesnsses te oeeteS 60,000 (a) 
October POS OMe ans eee OYA Om eters ect as eee. 1s nee ee oes eae 60,000 
May 1 Se oa ct Pee MNES on cote TL YATE Pe ores Systal MR oschs ARG IBID 2 aint er pees Pee 100,000 (a) 
June [Si 1 OO fee an eee LAVA O® ee as. eae: cee 1D. ac ac ci ts ee 150,000 (a) 
Bebnuanye nia). 2 OO 2M wget. <a toma 9 AGO ee ane: ees DI Ge Tete. «eats Wee 150,000 
October. 155, 2004MR eee 55 eee Ul, RAC ce pets Bate. DG csc re sre: 175,000 
Octoben ws, 2005maec...- coger ESO) Late ote nen cyanes. «aa IDC ieee, haencks ols a 200,000 
April [ZOO C ee acne Ati eee ae SOAS ar tance eS IOAS sesacrcpr kee Beene 200,000 (a) 
January S208 eee c ei kee me: mL Ge oP a EAU en Rae Sn 1D) SP crete Be we tile tree aes nee ie 200,000 (a) 
OLS Te AUIS ACh i SO caidas ose UNE eS (al eles. 5 rake PNAS eT IDM armenia oti, ais 5 bet 200,000 (a) 
Sub-total —==debenturess, cst. apa eae ei OS ans Reet Gaal Nr ei ouch ec: 1,695 ,000 
Other 
Mortgaze (ducin mistalments {011995 ——9% INtENESt)" 2 We eae is eect ne tes eo 33,550 (a) 
Promissory. notes (due. in 1990 12247 interest) Pr te. sas «2 2 oe eee Gene Peet, PAM id aA, 22,000 
Sub-total == Other a ere a anece a RO Re iin ee ea ee en 55,550 
Exchange premium less discount, at time of issue, on debt payable in U.S. funds ................... 112,669 
Winredbired sarei en Cumencyn IOSSOS tna occas a tits 6 ha Ao eA Oe cha a here 7 ein ae in a eet 199,920 
312,589 (f) 
Oblicationswuinder.capital leases sun creapite ce: 2 ted ss Mee ie ae 2 ee mes eee 28,896 
SGbstotalt== Bellu Ganadace weean. eee er cos raat oa cy re cine ens eae ert eae 3,744,601 
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10. Long term debt (continued) 


Sub-total — Bell Canada (carried forward) ..... IEP histine ee tains ele eile ota had. oe $3,744,601 
Subsidiaries 
Northern Telecom Limited (including $293,778 due to non-consolidated finance subsidiaries)....... 545,799 
WS orc oR D> ann Ee et besere SEIFERT TRY OIG Cevarp icin ciety ag ee Ooo ch MEN GN MRICS Sicua 1S so taal, Ad Me OOM. Ore 40,294 
Tele-Direct Ltd ac. coo: ans tury outa ete aca een eens nee eae Eaten ncaa eae eee Sera 61,457 
Newtoundland Melephones@omipamy.iimtte Case gerne tener rte merce ieee rete cee eee 99335 
Northern “lelephone.Doimnited errs = ov. reteccsve oer rewreeee deme elevate) au ckedcnete att oe enC NR CRORE CNC keneeenene 22,181 
Obligations undergcapitaleleases sm a-wwewepees aaiewewers ed te e-alerts em ener are eee Pa aiiahs) 
Unréalizeduioreion ‘currence yelosseseacayeparaas armtror tre ceeto use sree cree nares ae tne ches eo meee 8,476 (f) 
Sulbstotali== "subsidiaries <a trew. carry meres rere eye su aic ion op aoe Ses cutee SENNA Revie seer cree ey cetera 805,280 (h) 
Subtotal == Consolidated: rnkeecntoroeme cei cei oo nore eR ee eee ree 4,549,881 
Less: Due within one year (including $40,546 due to non-consolidated finance subsidiaries).......... 149,974 
Total: = GOnSOlG ate deca ats ciccaee eae eo ck eee RA Oe a Ene ee eee $4,399,907 


(a) Payable in U.S. funds. 
(b) Series AZ bonds mature $2,000,000 per annum on August | in each of the years 1985 to 1997 inclusive. 
(c) Series BB bonds mature $4,000,000 U.S. per annum on April | in each of the years 1994 to 2003 inclusive. 


(d) The holder of any series BH bonds will have the right to elect, after June 1, 1984 and prior to September 1, 1984, that Bell 
Canada shall prepay the principal amount of such bonds on March 1, 1985. 


(e) Series BE bonds mature $13,000,000 U.S. per annum on June | in each of the years 1995 to 2004 inclusive. 
(f) Arising from the translation of U.S. dollar denominated debt at rate prevailing on September 30, 1981. 


(g) At September 30, 1981, the debt of non-consolidated finance subsidiaries of Northern Telecom Limited, due to banks, was 
$104 ,426,000. 


(h) Details of long term debt of subsidiaries are as follows: 


(thousands of dollars) 


Interest rates* Total 


Maturity date** 52-77% 8%4-972% 10%-1174% 12-17% 17%s-21% outstanding 


First mortgage bonds 


198 Latah, To. Se $ — $ — $ $ — $ — .~ §$ = 
POSQE Noes.) s. 2 eaves ice a eee etetae 294 449 906 — — 1,649 
LO SBT PSY hc sidnacs tee can Bnet eee eee -- 450 913 — — 1,363 
Le os iste. Nene EE FERRY i, cykitcy Scr Giciots — 464 913 = — eS7e. 
LOSS. nS hua Senn Soe eae ae eee — 478 913 — — 1,391 
FOB 6 cies epch ajo: s tous doa ae esy ae eee Tee ee — 478 913 — — 139) 
LOST SLOG. qo ieicls tee a shee oe ee eee 6,000 3,302 4,565 — — 13,867 
hee PAIS [oes een iy Seales enlotiome Saas. 2,500 14,100 16,991 — AS 33,591 
LOS TSQ2000 RN. cine ORs Oe eee —_ 20,000 — 25,000 — 45,000 
Debentures and other 
LO Sheers § cha a tdeensie, ne) Te eee 1,205 966 33 65 1,094 3,363 
OSD cpg de 5, cvaiitd-s a osreat Ee 5,790 3,306 428 26,488 6,302 42,314 
ELE: icrator Gee eee REE Ror: eB eeee eMe A, fcc BAS) 4,031 401 752 PPS 20,070 
NO SAMBRURERS coca cc topeheye siziie ce oe Te 1,720 4,669 480 786 11,054 18,709 
OS Sines ok freee oko abana ee Oe 50 700 413 19,319 35,538 56,020 
NDS GNP eer eS he aaccs ce CPR seashore 1,263 700 825 21,604 48 24,440 
LOST ET OO ae xia eee ee ee 4,050 16,102 7,854 152,732 — 180,738 
LOO DOO GR ren re en a en ee ee eee — 1,400 16,540 209 — 18,149 
SMD Lars se ruse SR oh ee — oe 20,000 332 a 20,332 
Duetownon-consolidated’ finance:subsidiaries: su. .-.... cation e heen ae Eee en ee eee 293,778 
Obligations under capital leases 2.00 Se. | ee ete Sica 27,738 
$805,280 


* Represent effective rates as at September 30, 1981. The total long term debt of subsidiaries with floating interest rates, including 
$293,778,000 due to non-consolidated finance subsidiaries, is $479,773,000 at September 30, 1981. 


**Includes sinking fund requirements. 


At September 30, 1981, the amounts of long term debt payable by Bell Canada and subsidiary companies for 
the balance of 1981 and in the years 1982 to 1986 are $21,053,000, $193,262,000, $105,179,000, 
$85,331,000, $264,381,000 and $200,174,000, respectively. 
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11. 


12. 


tS: 


Debt due within one year (thousands of dollars) 
September 30, 1981 September 30, 1980 
Consolidated Bell Canada Consolidated Bell Canada 
Loncntemimdect... 0°. 004 a ee eee $149,974 $ 94,350 $106,098 $ 56,465 
INGHOS DAV ADIC ch 1.j 28, cucdces neta neet a, ee eee ee 230,185 63,318 331,626 124,495 
Banc aU ValiCeSiiis 170 1 oe eee Oe 31,361 — 272591 — 
$411,520 $157,668 $465,315 $180,960 
Guarantees 


Included in Deferred credits-Other at September 30, 1981 is the balance of $25,000,000 of advance payment 
to be applied against amounts due to Bell Canada over the life of certain contract operations. A guarantee, 
equivalent to approximately $47 million at September 30, 1981 has been furnished in respect of such 
advance payment. 

In addition, a performance guarantee has been furnished, in respect of such contract operations, equivalent to 
approximately $61 million at September 30, 1981. 


Leases 


Telecommunications property and Manufacturing and other property include property recorded under capital 
leases as follows: 
(thousands of dollars) 
September 30, 1981 September 30, 1980 
Consolidated Bell Canada Consolidated Bell Canada 


Telecommunications property 


Buildings, plant and equipment.............. Ans heap y| $737,551 $ 38,468 $ 38,468 
Less;rAccumulated depreciation ..)........... 12,940 12,940 12,734 12,734 
24,611 24,611 25,134 25,734 
art niet Alin bee 3), «cate na Ree ate ee ne B30) 3,350 3,350 5 o50 
27,961 $ 27,961 29,084 $ 29,084 
Manufacturing and other property 
Buildings; plant and equipment... 2.4.5... ... 34,554 29,123 
(ess: Accumulated depreciation =". 2-42. ante. 10,069 6,847 
24,485 DBO OLS 
$ 52,446 Dts 300 


The future minimum lease payments under capital leases, and operating leases that have initial non-cancellable 
lease terms in excess of one year as of September 30, 1981 are as follows: 
(thousands of dollars) 


Capital leases Operating leases 

Consolidated Bell Canada Consolidated Bell Canada 
1 SOS Ngee eae ma a a Ml Re PI oO BS $ 4,506 $ 2,679 Era we ev $ 14,565 
ROG rey 8s, Sie ied, baie RR ge oe ee eee 14,116 8,454 68,949 48 ,296 
DOCS eid Os Now JS eee e SU rene och tae 12,849 T3090 56,337 38,936 
ROSS fe 6M seh Sh aro RE Ba RO ee re 11,618 6,715 46,190 31,602 
LOSS eee ee Ii EO HD, ARIS A Wy ee De ee 10,877 6,096 25,124 13,441 
TS ae ee a ek Og ac ata naa 10,274 Dor 18,776 Pet ys 
Me EOE eet a ct, pM otis ay As ch a ae ane 75,274 33,292 66,125 29,492 
Total future minimum lease payments ............ 139,514 TOL 7 2 $302,631 $185,844 
Less. bctimated, execulory, COStSen, . secaseice: - Sign om 335323 24,806 
Net: minimuny lease payments... +>. 7 eee eee ee 106,191 45,906 
Pegs ec apie Antero acs cree ale aaa 49,557 17,010 
Present value of net minimum lease payments...... $ 56,634 $ 28,896 
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13. Leases (continued) 


14. 


15. 


Rental expense applicable to operating leases was: 


(thousands of dollars) 


Year ended December 31, ; Consolidated 
| is eaten ei ae Ue ra en POC RNa hfs Arte iy) | Gaee Me a eS yall yen Oo het Na aa oe | $ 67,877 
| ERP artery Peer P Lei cote tene RTPA LMT Dae eh No gt RO He AM nrc SMBS ec 78,805 
POTS. ci. o! teenie: zat ee ed seein oe RE aie accident ee 92,846 
POTD: a. areca RET Teer varices etree oer alg oes = Rs 7 oon at 107,370 
POCO es Ske pelea ee er se HP eaves as oe an GN a eel ee ee 121,646 
Nine months ended September 30, 

1980 cue’. te. oS ee et OE ont e ta, woe eae, pitts 89,173 
LOSI oe. cscs acsrane simciaassanpenubheh Sue meen oar Siar a A fc Rear ne erat ae ee US SAY) 
Pensions 


Bell Canada 


$ 52,910 
57,138 
65,093 
71,430 
82,324 


57,062 
68,081 


Bell Canada and most of its subsidiary companies have non-contributory defined benefit plans which provide 
for service pensions based on length of service and rates of pay for substantially all their employees. 


The policy is to fund pension costs through contributions based on various actuarial cost methods as. permitted 
by pension regulatory bodies. Such costs are funded as accrued and reflect actuarial assumptions regarding 
salary projection and future service benefits. In 1980 certain pension plans were amended to provide 


improved benefits to active and retired employees. 


The total provisions for the cost of pension plans were: 


(thousands of dollars) 


Year ended December 31, Consolidated 
(o/s aR ARR, 0a RNa ee ae ERT Wont Naa WOR AA Ni MAN ene. ba es hw 3 $115,066 
OTT vices: «cen ae & wack 5 bo RT ea eee A Oca eee ARE AE OC SEE Ca cat 132,349 
Ef. eek ft PE AR Oh et ye CRI ih ME iy ORI ONO eA oo et 145,452 
POTD RAs coe Baio cence SUS Sd Ee ee I Re re 182,197 
1980 he Se a <A a 218,401 
Nine months ended September 30, 

hos. 0 nae arene ee RR eh J Ln ore bines teh iow, Bem er iyo OS cook 161,542 
| s rn en PIER ei ROS PP a Ue eam iain ca acct de oie as 185,814 


Bell Canada 


$ 79,160 


94,556 
L05,599 
131,764 
158,703 


118,426 
136,726 


In compliance with the United States Financial Accounting Standards Board Statement No. 36, the disclosure 
of the following information is required to exclude actuarial assumptions regarding salary projection and 
future service benefits. Based on valuation data as at December 31, 1979 the actuarial present value of 
accumulated plan benefits totals $1,641 million, of which $1,429 million was for vested benefits and 
$212 million for non-vested benefits. The weighted average assumed rate of return used in determining 
the actuarial present value of accumulated plan benefits was 7%. Net assets, at market value, available for 


the above benefits were $1,655 million at that date. 


Industry segments information 


Bell Canada and its subsidiary and associated companies operate principally in two business segments: 


1) Telecommunications operations, which includes the provision of voice, visual, data, radio and television 
transmission, public exchange and private line teletypewriter and other telecommunications services; and 


2) Telecommunications equipment manufacturing, which involves the design, manufacture and sale of central 
office switching equipment, subscriber apparatus and business communications systems, transmission 


equipment and wire, cable and related outside plant products. 


In addition *‘Other’’ includes the following business activities: contract operations, electronic office systems, 


directory and printing operations and for 1978 distributing operations. 
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15. Industry segments information (continued) 


The following table sets forth revenues and sales, net revenues and supplementary data for each of the company’s 
business segments for the years ended December 31, 1978, 1979 and 1980. 


(millions of dollars) 


1978 1979 1980 
By segments 
Revenues and sales 
Ticleconimunncationsroperalionse eee a nents Geen eee us tee tae eter ee Ay Zope) Gd) SS POIs (EN AS SRS (EN) 
Telecommunications-equipment manufactunine: seh eeea eee ol eee ee eee 1,131 (b) 1,504 (b) 1,751 (b) 
OU fame san er ASRS Aen Ss te ne SAE RE NE Ee POR evi ee Re, Se Re ___963.(b) vy 1846 975 
Consolidated] |: puters eee cite bere ae eee Oe ee ee dee meee dn deel ae $ 4,374 Seotos $ 6,037 
Intersegment sales 
Pe lecammnnications ‘Operallons. tales Hot sux Sed ehraesee Gee et ees a ed Ge ECE we \ $ 47 oe 
Hiclecammulmnicanions equipment maanutactinines sys teri ister enn eran ae 27 3 2 
(Clilete ects puter erncneio = ewe pat arth el Ure Somlten iy aay Rat hr he eld at ANE ned Bt 114 105 SS) 
FM IMALLONSH acy MeL AG AL ae ee ORME ren iar Narain eee cee (183) (155) (192) 
$  — $ — $  — 
Total revenues 
elecommullnicatlons-operations wrens. t ore meen eaten an eae heen rr ener te Seon) $ 2,962 $ 3,366 
elecommunications: equipment manulacthnincim ay eset re cree ts Soe 5 = 1,158 1,507 153 
(OUT: 5, 8 dian Rain ae iedn te Seater Mir a ee ara, Pea oy oh a RNS I eA Tg 951 1,110 
RB MiTaN TINA DLOTISE, <-d ro Meee Wareta cate cca 8 eRe een Se ee EE eee a RE (183) (155) (192) 
GONSOUG ACA as <eeeePP Cee, Ero eA ene eta PRS Re RCS eT SPE tener eee A $ 4,374 $ 5,265 $ 6,037 
Total net revenues 
Telecomimunieationssoperations kee, ee ae ee eh SN756 Se esti $ 868 
Melecommunicationseguipinent, manwhactunn cae: merase rn Eye cit eee econ 180 232 187 
ONES care aaticas ge | ONAN RENE end Chay GAP A has be PA! MWe erties ceiitame 7 Wy opt Nes ae eee 84 (a) 128 (a) 53 (a) 
1,020 WG 1,108 
Generaleconoorale EXpPensesere nites a ach idea aire mere ta Re ee een oe ae amu tet areactin sy (74) (78) (83) 
Gonsolidatedimarprr se ac Pek. has Nee PRT MPa eee PR TR Ace epee gee pete 946 1,093 1,025 
Equity in net income of associated companies 
Melecommunicationshoperavlonsy git. n.o eee ck en ee ire oe ER LI we cl 13 16 16 
Relecommunications equipmentmanuiactuning =... 2. tees oes dete, See - 1d | — _- 
(OL (eh See Mere er Pee eRe SE a At ch tl acy SRR Nagetens Ath cc, SG, EERO RnIL oc cipeaMeie ae eoreeoerene 3 3 5 
17 19 21 
@UNSTUIC OME pees Frcs ede eA chee age Pao Pele GL ne RENE A oi oe tac AEE Lyte: Se ee at 3 54 2 
Minferestichare Sete ck ck ete ashe rit ernee ae A) etn ee ORES Bee TO MRP ER RP oer (264) (313) (359) 
Winrealizedbhoreion: currencyulosSeSietrc ses crt Achaea ena ere - Rie eReae oat yee eins — (10) (11) 
Income before income taxes, minority interest and extraordinary items...................... Sa Bil (C) Same sao i IPRS 
Identifiable assets 
Mel Scorn Gatlons @peratlons) yay sa armnia ryt tee hee wee eee ey aes a ae $ 7,028 $ 7,629 $ 8,435 
MRelecommunicationsrequipment manulactuntne eae. weets ee eee 718 983 1,146 
OTS ee ee esses cs cee Aida at) MN en On aE EE A yen PA Ey oR AS Pike 872 1,089 989 
|S bina pyaVelu (Ol sSk sage Party ae oct MRR Raat ays AOE ue ata ae ich etc Sh cs been acu ire ec ne Seen a a (89) (119) (150) 
Consolidated ejeus Cae hee aidan ree eee nea ae SN AUNMERSELS heats seen a CREE TR ete 8,529 9,582 10,420 
Investments in associated companies and non-consolidated subsidiaries 
Melecommunicationstoperavlons-r ew wscv act ten eee ah vane eee ae te tno 110 117 124 
Melecommunications equipment manuUtactinin See eere rma tec iee cee enn) te eee 3 2 — 
(QUIN. Crete See AMRRE A a Set te ine eo, Raia AGS SS ube Mes oc EN an 38 298 371 
COmSOlId ate eter crn eee ene cheno cessd ens ott coh eae enn hee Mee SeeeT Thee aa eee ee PN Ee Re 15] 417 495 
SENSI CO OnAte: ASSCLS ATES. «hay. ea otcens aa dne heh isee c en  aaebMan eon aE 525 (d) 378 (d) 534 (d) 
Mintalassersraskatel eo Cember dine ho </aie ais cate’ sar mde os Shee ed iene resale a eee $ 9,205 $10,377 $11,449 
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(millions of dollars) 
15. Industry segments information (continued) 


1978 1979 1980 
By segments 
Depreciation . 
Telecanimuniedtions operations: verde ea weet ee tyne nica c oP ne Oe na $ 497 $ 558 S$ Oly 
Telecommunications equipment manufactur Sipe em cr yn ielet reteren eet atest eeetone eat ; 25 34 42 
CO) lo) ieee netcec eta ieee ae nRE RE fs 5. for Sem rl nic Cicienc hn Nos 00 Saktiny ano gens A a DS 52 70 
547 644 729 
Depreciation——-seneral COnpOnale ASSCUS emacs tetstceeelrerean Oot e eee ete cheep era ee 3 3 3 
Total. depreciation’: x o..yasels o> be actin sdueaseo oRonenalat ee seenaeo ole as eceeel ener a aren eee $ 550 $ 647 $732 
Capital expenditures 
Telecommuntedtions;operationss:s)- se eaarise enn Aner eiee or ieee eer ters nr ae $ 1,054 $ 1,176 $ 1,364 
Telecommunicationseqtipmentimanitactumn eae iien i itreen pete err BODE 54 719 128 
() 1: gee RPM ant a rie tearm iticla omg od Bohs Hocés bOAO a0 to elon Sthechor 65 93 102 
Elimiinations 5 oi... 9re cence ars 2 ete Cee IS oe Sel ee eer eae ee —- (3) _ 
eis 1,345 1,594 
Capitaliexpenditures—cenerall conporate aSSctsr ernie iene ter iterates er ee eee ee 11 6 4 
‘Total capital expenditures... <2 35, 02 Siemens tee ey ee ae Sere er Reo $ 1,184 $. 1,351 $ 1,598 


The following table sets forth information by geographic area for the years ended December 31, 1978, 1979 
and 1980. ; 


(millions of dollars) 


By geographic area (e) 1978 1979 1980 


Revenues and sales 


Canadas 8 ac Sa scacsnsctt pate PY ee oe oe eo ee Re TOTES ee ac $ 3,670 $ 4,014 $ 4,576 
US gins Sorrel ees Rae EA, Sony POU ro oe, sage 469 766 838 
(Oy ioe Ue Sener REY, rR un en oa CN PRE, tc ay ecia ng hen Ll ete aoa no emcee bo 285) 485 623 
(Blo SO] Hotes Ef geet nee eree 6 Ghote pits dee oer oobAG Gee adn eaten eran sec $ 4,374 $ 5,265 $ 6,037 
Transfers between area 
Canadaset 8. 2522) 2 ee eee ee he re Pe cs me a Se $ 86 $ C1. ae 88 
URS). Cpe aR ENE eM eLS eal A foe enh Akt Beh LIS a doce pcknamele Bed ob as A Ro AS 02 20 20 67 
Ot: oe nnn? > Ane ene earns A MR Mae oR nam GSE Oe Oo Taow OME seo Fe 1 a 3 
FeUtam PATONG a. 5.35 <> 5 Sopna.ate doc oceans ore TO astiore aks cess cos TRI ee aera Rees en ere (107) (87) (158) 
$ — $ — $ — 
Total revenues 
21110: ee a CORRS Fee yey we AION |S 55 bee Cy ale Gleave oR ad Kae $ 3,756 $ 4,081 $ 4,664 
Oa s Ceaeeeernt Rnne M RR ee Pee a na Scr cl hh oid GMEEPO aid UH AAO a NOG bo me de add obate 489 786 905 
Olea ae St eon meen Sean clasp OM OmanioS ADS anG dod oe Na Ose ob p ows 236 485 626 
BUM IMUIVAGTOMS 0 pateadls «wae be cc va, pee EN eee (107) (87) (158) 
CWOMSOMMATED acess 3.5 Men a4 don he ogdeete ned eee eR ne TIERS] RR PIER Neen a TE tea ra $ 4,374 $ 5,265 $ 6,037 
Total net revenues (losses) before research and development expenses 
(5012 (0: ene te ieee ne ET EOE REY A ae, eR See oni CoM haa Oakes & $ 1,047 $ 1,120 $ 1,207 
LOS es Ser aie weg araic yc Ore eA Rn ER ROMs 5 All Ante hp eR RNAS EO ol'd og. OS 96 144 (23) 
011) Gere ee un un i ra I, UR Nant cD hel oR a Ae Bla 5 gh dS i oF 28 92 119 
Elinminations 08 -< pares Aes 2 sg ee CR ee ee ee a (1) 2 
é 1,171 3S) 1,305 
Research and development Expenses each Wa, cn ih aa doce ute 2 RS re ocean eee (151) (184) (197) 
Generalicorporate.eXpemsesi 4 ni esa rae Fe pace scl esoh'a ou See hss © 6) aR a (74) (78) (83) 
Consolidated ss tes Bain. teats as Sees dee te Gls: hc ee ree ee ee 946 1,093 1,025 
Equity in net income of associated companies 
(O11: Or een ar meine Se een ne en ede SOR Fy BG nde 13 16 16 
WS FAR aS hevtce sun ESR arene ae Nope eee We rae aks Cater OTR: eee ae een ne 3 » 4 
Othe tic 25 4a. ey ieee eran tae twits oid nee icin penn ceaateate chen e 1 1 1 
17 19 21 
OME|r INCOME «esse eee Cn ae cw ee eyaite, oa taal ate a oN area ae 32 54 52 
Interest (OSC CHO ane Re Mr iernee CL ORO oe A CLINGS St IM RTI onc SE Oe aS Se OE ee (264) (313) (359) 
Unrealized: foreignccurtency dessesin et ois aa gael eave, aoe ee ee — (10) (11) 
Income before income taxes, minority interest and extraordinary items...................... Soil (Cau o4S Cues 
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15. Industry segments information (continued) 


(millions of dollars) 


1978 1979 1980 

By geographic area (e) 
Identifiable assets d 

Canad ale ois: ei cgay iene dd Ohne ak eee ee is, Soa ee ee eee ee ere $ 7,538 $ 8,185 $ 9,260 

WOES TAGs Beer ce rephl dines fre oars ote eer tee mee Eg ee: ee Re, eS ae 628 893 884 

Qincth Se ree ict Saas ok ee At Cee GE ee fe ee oe 401 570 414 

Blimmmations cst, Otte Ky catia Tee eee eR Ee SOIR nat ie eee ee de (38) (66) (138) 

Gonsolidated'::..... 2 Sia: Aan Oe GR EC ne ers en Ent Oe One ee eee pe 8,529 9,582 10,420 
Investments in associated companies and non-consolidated subsidiaries 

CRIN ET RR eee tare nr nn etre MER IRN, chee CSC Y Oleracr og pot aiic. CE ERS cares Aa ee OMe Ae ed aS 110 vy 124 

UU Le a a PRP Sy Oe one Ae wll agri eee cs aR SI all Sei se ee ee 38 44 66 

AO) 0S) a eradicate crea ilar act il trate tis 8 dwells alae ese arn cet aan eA raacenttt ad ait ele beee Ait Bes 3 256 305 

Consolidated! 5.7: atts ar, 5 RReee ee iret. NCEE ERE Treen) Le tC A 151 417 495 
Groner alECOnDOLALCyASSEUS ar cnciat Nenana ae ee menue erie nan Age RECENT UM Tee A tre SRE ee as eT Te 525 (d 378 (d) 534 (d) 
Motaleassetsuasrat ECE OGLIS lucent cts commit heres EMERSON ROI oie Sore me eMAW AOR ce Ree ona $ 9,205 $10,377 $11,449 
a) Telecommunications operations segment revenues include $21 million ($13 — 1978, $19 — 1979) consisting principally of contract 


service agreement revenues and contribution to overhead, which are also included as operating expenses in Other net revenues. These 


items are not eliminated on consolidation. 


b) Telecommunications equipment manufacturing includes sales of $686 million ($583 — 1978, $660 — 1979) and, for 1978, Other 
included sales of $4 million to Bell Canada, its telephone subsidiary and associated companies. These sales are not eliminated on 
consolidation. Telecommunications equipment manufacturing sales of Northern Telecom Limited to Bell Canada are at prices and terms 
as low as those offered to Northern Telecom’s most favored customers for like materials and services under comparable conditions. 


c) Income before income taxes, minority interest and extraordinary items includes continuing and discontinued operations for 1978. 


d) General corporate assets are principally cash, temporary cash investments and deferred unrealized foreign currency losses. 


e) The point of origin of revenues and sales and the location of the assets determine the geographic area. 


16. Subsequent events 


i) On November 3, 1981, Bell Canada entered into the following agreements: 


a) the sale to Union Bank of Switzerland, for purpose of private placement, of Swiss Francs 
150,000,000 principal amount 8%% Series | Notes (equivalent to approximately Can. $99,878,000) 


dated November 19, 1981 and to mature on November 19, 1987; and 


b) the sale to underwriters, for purpose of public issue in Switzerland, of Swiss Francs 100,000,000 
principal amount 744% Series 2 Debentures (equivalent to approximately Can. $66,586,000) 


dated November 19, 1981 and to mature on November 19, 1993. 


The closing of both issues took place on November 19, 1981. 


ii) On December 16, 1981, Northern Telecom sold privately U.S. $50,000,000 of 124% subordinated convert- 
ible notes, to mature December 1, 1993. These notes are redeemable at Northern Telecom’s option; after 
December 16, 1986, the notes are convertible into common shares of Northern Telecom at a price of U.S. 
$61.50 per share. Under certain circumstances, Northern Telecom may prepay them prior to December 16, 


1986 and the holders may elect to convert at that time. 


iii) On January 2, 1982, Bell Canada repaid $40,000,000 principal amount of its 512% first mortgage bonds, 


Series V, which matured on that date. 


iv) On & , 1982, Bell Canada entered into an agreement for the sale to underwriters of 
$ @ Cumulative Redeemable Convertible Voting Preferred Shares, Class E, Series I, of the par value of 


$ @ each for the sum of $ ® after deducting underwriting commission. 
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PURCHASER’S STATUTORY RIGHTS OF WITHDRAWAL AND RESCISSION 


Sections 64 and 65 of The Securities Act (Alberta), sections 71 and 72 of The Securities Act (Saskatchewan), 
and sections 63 and 64 of The Securities Act (Manitoba) provide, in effect, that where a security is offered to the 
public in the course of distribution: . 


(a) 


(b) 


a purchaser will not be bound by an agreement for the purchase of such security if written or telegraphic 
notice of his intention not to be bound is received by the vendor or the vendor’s agent not later than mid- 
night on the second business day after the prospectus or amended prospectus offering such security is re- 
ceived or is deemed to be received by the purchaser or the purchaser’s agent, and : 


a purchaser has the right to rescind a contract for the purchase of such security, while still the owner 
thereof, if the prospectus or any amended prospectus offering such security contains an untrue statement of 
a material fact or omits to state a material fact necessary in order to make any statement therein not mis- 
leading in the light of the circumstances in which it was made, but no action to enforce this right can be 
commenced by a purchaser after the expiration of 90 days from the later of the date of such contract or the 
date on which such prospectus or amended prospectus is received or is deemed to be received by the pur- 
chaser or the purchaser’s agent. 


Sections 60 and 61 of the Securities Act (British Columbia) provide, in effect, that, where a security is offered 
to the public in the course of primary distribution, a purchaser has the same right of rescission described in (b) above 
and also that a purchaser has a right to rescind a contract for the purchase of a security, while still the owner thereof, 
if a copy of the last prospectus, together with financial statements and reports and summaries of reports relating to 
the securities as filed with the British Columbia Superintendent of Brokers, was not delivered to him or his agent 
prior to delivery to either of them of the written confirmation of the sale of the securities. Written notice of intention 
to commence an action for rescission must be served on the person who contracted to sell within 60 days of the date 
of delivery of the written confirmation, but no action shall be commenced after the expiration of three months from 
the date of service of such notice. 


Sections 70, 126 and 135 of the Securities Act (Ontario) provide, in effect, that when a security is offered in the 
course of a distribution: 


(a) 


(b) 


(c) 


= 


a purchaser will not be bound by a contract for the purchase of such security if written or telegraphic notice 
of his intention not to be bound is received by the dealer from whom the purchaser purchased the security 
not later than midnight on the second business day after the latest prospectus and any amendment to the 
prospectus offering such security is received or deemed to be received by him or his agent, 


when a prospectus together with any amendment to the prospectus contains a misrepresentation, a pur- 
chaser who purchases a security offered thereby during the period of distribution shall be deemed to have 
relied on such misrepresentation if it was a misrepresentation at the time of purchase and, subject to the 
limitations set forth in the Act, has a right of action for damages against (i) the issuer or a selling securities 
holder on whose behalf the distribution is made, (ii) each underwriter required to sign the certificate re- 
quired by section 58 of the Act, (iii) every director of the issuer at the time the prospectus or amendment 
was filed, (iv) every person or company whose consent has been filed pursuant to a requirement of the reg- 
ulations under the Act but only with respect to reports, opinions or statements made by them, and (v) every 
other person or company who signed the prospectus or the amendment; or where the purchaser purchased 
the security from a person or company referred to in (i) or (ii) above or from another underwriter of the se- 
curities, he may elect to exercise a right of rescission against such person, company or underwriter, in 
which case he shall have no right of action for damages against such person, company or underwriter, and 


no action to enforce a right of rescission can be commenced by a purchaser after the expiration of 180 days 
from the date of the transaction that gave rise to the cause of action; or, in the case of any action, other 
than for an action for rescission, no action to enforce the right can be commenced by a purchaser after the 
earlier of 180 days after he first had knowledge of the facts giving rise to the cause of action or three years 
after the date of the transaction that gave rise to the cause of action. 


Reference is made to the aforesaid Acts for the complete texts of the provisions under which the foregoing rights 
are conferred and the foregoing summary is subject to the express provisions thereof. 
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CERTIFICATE OF BELL CANADA 


Dated: January 27, 1982 


The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities offered by 
this prospectus as required by Part 7 of the Securities Act (British Columbia), by Part 7 of The Securities Act 
(Alberta), by Part VIII of The Securities Act (Saskatchewan), by Part VII of The Securities Act (Manitoba), by Part 


XIV of the Securities Act (Ontario) and by the Securities Act (Québec) and the respective regulations thereunder, and 
by Section 13 of the Securities Act (New Brunswick). 


(Signed) A. J. DE GRANDPRE (Signed) J. SruART SPALDING 
Chief Executive Officer Vice-President & Treasurer 


On behalf of the Board of Directors 


(Signed) H. L. MarGIson (Signed) J. W. KERR 
Director Director 
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CERTIFICATE OF UNDERWRITERS 


Dated: January 27, 1982 “4 
To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain disclosure of 

all material facts relating to the securities offered by this prospectus as required by Part 7 of the Securities Act 

(British Columbia), by Part 7 of The Securities Act (Alberta), by Part VIII of The Securities Act (Saskatchewan), by 

Part VII of The Securities Act (Manitoba), by Part XIV of the Securities Act (Ontario) and by the Securities Act 

(Québec) and the respective regulations thereunder and by Section 13 of the Securities Act (New Brunswick). 


Wood Gundy Limited Dominion Securities Ames Limited Greenshields Incorporated 


By: (Signed) J. M. G. Scorr By: (Signed) L. H. Gotu By: (Signed) J. H. BRIDGMAN 
Richardson Securities of Canada McLeod Young Weir Limited Lévesque, Beaubien Inc. 
By: (Signed) ANDRE SAUMIER By: (Signed) W. JoHN BENNETT By: (Signed) G. CARRIERE 


The following includes the names of all persons having an interest either directly or indirectly to the extent of not 
less than 5% in the capital of: 


— 


Wood Gundy Limited: C. E. Medland, J. N. Abell, W. D. Bean, J. R. LeMesurier, J. M. G. Scott, and 
eS oleets: 


Dominion Securities Ames Limited: A. S. Fell, J. B. Pitblado, G. S. Dembroski, R. E. Bellamy, E. C. Lipsit, 
C. R. Younger, D. L. Erwood, B. W. Douglas, L. H. Goth, G. L. Ball, M. J. Biscotti and D. O. Hawkey; 


Greenshields Incorporated: M. B. Deans, B. P. Drummond, M. J. Howe, Peter Kilburn, F. S. Martin, 
J. B. Newman, J. P. W. Ostiguy, E. D. Scott, B. G. Willis and E. F. Hutton & Company Inc.; 


Richardson Securities of Canada: George T. Richardson; 
McLeod Young Weir Limited: None; and 


Levesque, Beaubien Inc.: André Charron, J.-Louis Lévesque, S. E. Brock and F. R. Graham. 
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SCHEDULE 


The definitions herein apply only to this section entitled ‘‘Schedule’’, and may not be consistent with definitions 
used elsewhere in this Prospectus. / 


The $ @ Cumulative Redeemable Convertible Voting Preferred Shares, Class E, Series I of the par value of 
@ dollars ($§ @ ) each (the ‘‘Series I Preferred Shares’’) of Bell Canada (the ‘‘Company’’), have attached thereto 
the following preferences, privileges, rights, restrictions, conditions and limitations. 


The Series I Preferred Shares shall rank on a parity with the $3.20 Cumulative Redeemable Convertible Voting 
Preferred Shares of the par value of forty-seven dollars ($47.00) each (the *‘$3.20 Preferred Shares’’), with the $3.34 
Cumulative Redeemable Convertible Voting Preferred Shares of the par value of fifty-two dollars ($52.00) each (the 
‘*$3.34 Preferred Shares’’), with the $4.23 Cumulative Redeemable Convertible Voting Preferred Shares of the par 
value of forty-seven dollars ($47.00) each (the ‘‘$4.23 Preferred Shares’’), with the $2.28 Cumulative Redeemable 
Convertible Voting Preferred Shares of the par value of twenty-five dollars ($25.00) each (the ‘‘$2.28 Preferred 
Shares’’), with the $1.96 Cumulative Redeemable Convertible Voting Preferred Shares of the par value of twenty- 
five dollars ($25.00) each (the ‘‘$1.96 Preferred Shares’’), with the $2.05 Cumulative Redeemable Convertible 
Voting Preferred Shares of the par value of twenty dollars ($20.00) each (the ‘*$2.05 Preferred Shares’’), with the 
$2.25 Cumulative Redeemable Voting Preferred Shares of the par value of thirty dollars ($30.00) each (the ‘$2.25 
Preferred Shares’’) and with the $1.80 Cumulative Redeemable Voting Preferred Shares of the par value of twenty 
dollars ($20.00) each (the ‘‘$1.80 Preferred Shares’’) both as to the order of priority in payment of dividends and in 
the distribution of assets in the event of any liquidation, dissolution or winding up of the Company, whether volun- 
tary, or involuntary, or other distribution of the assets of the Company among its shareholders for the purpose of 
winding up its affairs. 


1. Dividend 


The holders of the Series I Preferred Shares shall be entitled to fixed, cumulative, preferred cash dividends, 
when and as declared by the Board of Directors, out of moneys properly applicable to the payment of dividends, in 
the amount of @ dollars and @ cents ($ @ ) per share per annum and no more, such dividends to be payable 
quarterly in respect of each twelve (12) month period on the 15th day of February, May, August and November, by 
cheque at par in lawful money of Canada at any branch in Canada of the Company’s bankers, except that the first 
quarterly payment so to be made on any Series I Preferred Share shall be the amount accrued and unpaid thereon at 
the said rate from the @th day of @ , 1982 to the 15th day of May, 1982. 


2. Rights on Liquidation 


In the event of the liquidation, dissolution or winding up of the Company or any other distribution of assets of 
the Company for the purpose of winding up its affairs, the holders of the Series I Preferred Shares shall be entitled to 
receive $ @ per share together with all dividends accrued and unpaid to the date of distribution before any amounts 
shall be paid or any assets of the Company distributed to the holders of any shares ranking junior to the Series I 
Preferred Shares. The holders of the Series I Preferred Shares shall not be entitled to share in any further distribution 
of the property or assets of the Company. 


3. Redemption 


The Company may not redeem any of the Series I Preferred Shares prior to @ , 198@. Subject to section 7 
hereof, upon giving notice as hereinafter provided, the Company may, on or after @ , 198@, redeem at any time all 
the outstanding Series I Preferred Shares, or from time to time any part thereof, on payment for each such share to be 
redeemed of $ @ with a premium of: ; 


@ dollar and @ cents ($ @ ) if redeemed on or before @ , 
dollar and @ cents ($ @ ) if redeemed thereafter and on or before @ , 
dollar ($ @ ) if redeemed thereafter and on or before @ , 
cents ($ @ ) if redeemed thereafter and on or before @ , 
cents ($ @ ) if redeemed thereafter and on or before @ , 
cents ($ @ ) if redeemed thereafter and on or before @ , 
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in each case together with accrued and unpaid dividends to the date fixed for redemption, the whole constituting the 
redemption price. In the case of partial redemptions Series I Preferred Shares to be redeemed shall be selected by - 
or in such other manner as the Company may determine. 


The Company shall give at least thirty (30) days’ prior notice in writing to each person who at the date of giving 
such notice is the holder of Series I Preferred Shares to be redeemed of the intention of the Company to redeem such 
shares; such notice shall be given by posting the same in a postage paid envelope addressed to each holder of Series I 
Preferred Shares to be redeemed at the last address of such holder as it appears on the books of the Company or, in 
the event of the address of any holder not so appearing, then to the address of such holder last known to the Com- 
pany; provided that the accidental failure or omission to give any such notice as aforesaid to one or more of such 
holders shall not affect the validity of the redemption as to the other holders of the Series I Preferred Shares to be re- 
deemed. Such notice shall set out the number of such Series I Preferred Shares held by the person to whom it is ad- 
dressed which are to be redeemed and the redemption price (and, if given prior to e , ®@ , shall contain a 
brief statement of the conditions on which the Series I Preferred Shares which are called for redemption may be con- 
verted into common shares pursuant to the provisions hereof) and shall also set out the date on which the redemption 
is to take place, and on and after the date so specified for redemption the Company shall pay or cause to be paid to 


the holders of such Series I Preferred Shares to be redeemed the redemption price on presentation and surrender at _ 
the head office of the Company, or at any other place or places within Canada designated by such notice, of the cer- 


tificate or certificates for such Series I Preferred Shares so called for redemption; such payment shall be made by 
cheque payable at par at any branch in Canada of the Company’s bankers; if a part only of such Series I Preferred 
Shares represented by any certificate shall be redeemed, a new certificate for the balance shall be issued; from and 
after the date specified in any such notice, the Series I Preferred Shares called for redemption shall cease to be enti- 
tled to dividends and the holders thereof shall not be entitled to exercise any of the rights of shareholders in respect 
thereof unless payment of the redemption price shall not be duly made by the Company; at any time after notice of 
redemption is given as aforesaid, the Company shall have the right to deposit the redemption price of any or all 
Series | Preferred Shares called for redemption with any chartered bank or banks or with any trust company or trust 
companies in Canada named in the notice of redemption to the credit of a special account or accounts in trust for the 
respective holders of such shares, to be paid to them respectively upon surrender to such bank or banks or trust com- 
pany or trust companies of the certificate or certificates representing the same, and upon such deposit or deposits 
being made, such shares shall be redeemed on the redemption date specified in the notice of redemption; after the 
Company has made a deposit as aforesaid with respect to any shares, the holders thereof shall not be entitled to exer- 
cise any of the rights of shareholders in respect thereof and the rights of the holders thereof shall be limited to 
receiving the proportion of the amounts so deposited applicable to such shares, without interest; any interest allowed 
on such deposit shall belong to the Company. . 


4. Additional Right of Redemption 


Notwithstanding section 3 hereof and subject to section 7 hereof the Company may, in the event that not more 
than @%( @_ shares) of the Series I Preferred Shares originally issued remain outstanding, redeem all, but not 
part, of such Series I Preferred Shares on payment for each such share to be redeemed of $ @ without premium to- 
gether with accrued and unpaid dividends to the date fixed for redemption. Abe procedure for redemption hereunder 
shall be as provided in the second paragraph of section 3 hereof. 


5. Purchase for Cancellation 


Subject to section 7 hereof, the Company may also at any time or times purchase for cancellation the whole or 
any part of the Series I Preferred Shares outstanding from time to time, in the open market through or from an invest- 
ment dealer or any firm holding membership on a recognized stock exchange, at the lowest price or prices at which 
in the opinion of the Directors such shares are obtainable but not exceeding $ @ , together with a premium of @ per 
cent ( ® %) thereof if purchased prior to @ , © , and not exceeding an amount equal to the redemption 
price at which, at date of purchase, such shares are redeemable as provided in section 3 hereof if gaa on or 
after e , @  , plus in each case costs of purchase. 
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6. Purchase Fund 


The Company shall make all reasonable efforts to purchase for cancellation in the open market e % of 
the Series I Preferred Shares outstanding at the close of business on @ , 1992 at such time or times in each calendar 
quarter as it in its discretion shall determine, commencing with the enon quarter ending June 30, Le at a price 
not exceeding $ @ per share plus costs of purchase. 


To the extent that the Company is unable to purchase such number of Series I Preferred Shares during any such 
calendar quarter, this undertaking of the Company shall be cumulative in the calendar quarters of the same calendar 
year after which it shall be extinguished. 


Any Series I Preferred Shares purchased for cancellation in accordance with the provisions of section 5 hereof 
may be applied by the Company as a purchase fund credit. 


7. Restrictions on Payment of Dividends and Return of Capital 


The Company shall not declare, pay or set apart any dividends on any shares of the Company ranking junior to 
the Series I Preferred Shares (other than stock dividends in any shares of the Company ranking junior to the Series I 
Preferred Shares) nor shall the Company call for redemption or purchase for cancellation less than all the Series I 
Preferred Shares then outstanding or any shares of the Company ranking junior to the Series I Preferred Shares unless 
all dividends up to and including the dividend payable for the last completed period for which such dividends shall 
be payable on all of the Series I Preferred Shares then outstanding shall have been declared and paid or set apart for 
payment. 


8. Voting Rights 


The holders of the Series I Preferred Shares on record dates shall be entitled to notice of and to attend and vote 
at meetings of shareholders of the Company and shall have one vote in respect of each Series I Preferred Share held. 


9. Issue of Additional Preferred Shares and Amendment of Rights, Preferences, etc. of the Series I 
Preferred Shares 


The Company may issue additional preferred shares ranking on a parity with the Series I Preferred Shares 
without the authorization of the holders of the Series I Preferred Shares. 


The Company shall not without, but may from time to time with (in addition to the authorization by resolution 
and any other authorization which may be necessary), the authorization of the holders of Series I Preferred Shares 
given as hereinafter specified delete or vary any preferences, privileges, rights, restrictions, conditions and limita- 
tions attaching to the Series I Preferred Shares or create any additional preferred shares ranking in priority to the 
Series I Preferred Shares. 


10. Authorization of Holders of Series I Preferred Shares 


Any authorization given by the holders of Series I Preferred Shares shall be deemed to have been sufficiently 
given if it shall have been given by a resolution passed at a general meeting of the holders of the Series I Preferred 
Shares duly called and held upon not less than twenty-one (21) days’ notice at which the holders of at least a ma- 
jority of the outstanding Series I Preferred Shares are present or are represented by proxy and carried by the affirma- 
tive vote of not less than two-thirds (7%) of the votes cast at such meeting; if at any such meeting the holders of a ma- 
_ jority of the outstanding Series I Preferred Shares are not present or represented by proxy within one-half hour after 
the time appointed for such meeting then the meeting shall be adjourned to such date not less than twenty-one (21) 
days thereafter and to such time and place as may be designated by the Chairman, and not less than fifteen (15) days’ 
written notice shall be given of such adjourned meeting; at such adjourned meeting the holders of Series I Preferred 
Shares present or represented by proxy may transact the business for which the meeting was originally called and a 
resolution passed thereat by the affirmative vote of not less than two-thirds (7) of the votes cast at such meeting shall 
constitute the authorization of the holders of the Series I Preferred Shares; on every poll taken at any such meeting or 
adjourned meeting, every holder of Series I Preferred Shares shall be entitled to one (1) vote in respect of each Series 
I Preferred Share held; subject to the foregoing, the formalities to be observed in respect of the giving of notice of 
any such meeting or adjourned meeting and the conduct thereof shall be those from time to time prescribed in the by- 
laws of the Company with respect to meetings of shareholders. 
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11. Definitions 


In the provisions herein contained attaching to the Series | Preferred Shares: 


(a) 


(b) 


(c) 


(d) 
(e) 


(f) 


(g) 


(h) 


(i) 


Qj) 


‘‘in priority to’’ and ‘‘on a parity with’’ have reference to the order of priority in payment of dividends and 
in the distribution of assets in the event of any liquidation, dissolution or winding up of the Company, 
whether voluntary or involuntary, or other distribution of the assets of the Company among its shareholders 
for the purpose of winding up its affairs; 


‘taccrued and unpaid dividends’’ means an amount computed on the basis of an aggregate sum of $ @ per 
share per annum as though dividends on each such share had been accruing on a day to day basis from 

® , 1982, to the date to which the computation of accrued dividends is to be made, after deducting all 
dividend payments made on such share; 


‘“common shares’’ means and includes the common shares of the par value of $8% each of the Company as 
at present constituted and any shares resulting from any reclassification or change thereof; 


‘‘basic conversion price’’ means the price per common share provided in section 15 hereof; 


‘‘current conversion price’’ means as at any particular time the basic conversion price unless an adjusted 
conversion price is in effect under the provisions of section 16 hereof in which case it means such adjusted 
conversion price; | 

‘‘current conversion basis’? means at any particular time the result obtained (expressed to the nearest 
1/1000th of a common share) by dividing the current conversion price into$ @ ; “ 


‘‘certificate of the Company’’ means a certificate under the corporate seal of the Company signed by the 
Chairman or the President or the Vice-Chairman or a Vice-President and by the Corporate Secretary or an 
Assistant Secretary or the Treasurer or an Assistant Treasurer of the Company and may consist of one or 
more instruments so executed; 


‘‘current market price’’ means a price per common share equal to the weighted average price, as defined 
hereafter, at which the common shares have traded on the Montreal and Toronto stock exchanges during 
any period of 30 consecutive trading days ending on a date within 15 business days preceding the appli- 
cable record date referred to in subsections (2) and (3) of section 16 hereof; 


‘“‘weighted average price’? means, for a given period, the sum of the amounts resulting from the multiplica- 
tion of the daily volume of common shares traded on a stock exchange by the arithmetic average of the 
high and low at which they have traded on such exchange during that day, divided by the total number of 
common shares traded on such stock exchange during such given period; and i 


‘‘cash dividends paid in the ordinary course’? means cash dividends declared payable on the common 
shares of the Company from time to time to the extent that such cash dividends do not exceed in the aggre- 
gate in the fiscal year of the Company in which they are so declared the greatest of (1) 200% of the aggre- 
gate amount of cash dividends paid by the Company on the common shares of the Company during the im- 
mediately preceding fiscal year of the Company, (ii) 300% of the arithmetic mean of the cash dividends 
paid by the Company on the common shares of the Company during the immediately preceding three fiscal 
years of the Company, and (iii) 100% of the consolidated after tax net income of the Company, before 
extraordinary items, for the twelve month period immediately preceding a dividend payment date. 


12. Conversion Privilege 


The holder of Series I Preferred Shares shall have the right, at his option, at any time prior to the close of busi- 


ness on 


@ , 1992, to convert, subject to the terms and provisions hereof, such Series I Preferred Shares into 


common shares on the then current conversion basis; except that, in the case of Series I Preferred Shares which shall 
be called for redemption pursuant to section 3 or 4 hereof, such right shall terminate with respect thereto at the close 
of business on the last business day prior to the date fixed for such redemption; should payment of the redemption 
price of Series I Preferred Shares which have been called for redemption be not paid on due surrender of the certifi- 
cate for such Series I Preferred Shares the right of conversion shall revive and continue from the time of the failure to 
pay as if such Series I Preferred Shares had not been called for redemption. 
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13. Manner of Exercise of Conversion Privilege 


The conversion of Series I Preferred Shares may be effected by the surrender of the certificate or certificates 
representing the same at any time during usual business hours at the option of the holder at the head office of the 
Company or at any office of any transfer agent of the Company at which the Series I Preferred Shares are transfer- 
able accompanied: (1) by payment or evidence of payment of the tax (if any) payable as provided in section 21 
hereof; and (2) by a written instrument of surrender in form satisfactory to the Company duly executed by the regis- 
tered holder, or his attorney duly authorized in writing, in which instrument such holder may also elect to convert 
part only of: 


(a) the Series I Preferred Shares represented by such certificate or certificates not theretofore called for re- 
demption, in which event the Company shall issue and deliver or cause to be delivered to such holder, at 
the expense of the Company, a new certificate representing the Series I Preferred Shares represented by 
such certificate or certificates which have not been converted; or 


(b) the Series I Preferred Shares, or part thereof, represented by such certificate or certificates, theretofore 
called for redemption, in which event on the date specified for the redemption of such Series I Preferred 
Shares such holder shall be entitled to payment of the redemption price of the Series I Preferred Shares rep- 
resented by such certificate or certificates which have been called for redemption and which have not been 
converted as well as a certificate representing any Series I Preferred Shares represented by such certificate 
or certificates which have been neither converted nor redeemed. 


As promptly as practicable after the surrender, as herein provided, of any Series I Preferred Shares for conver- 
sion, the Company shall issue and deliver, or cause to be delivered to or upon the written order of the holder of the 
Series I Preferred Shares so surrendered, a certificate or certificates issued in the name of, or in such name or names 
as may be directed by, such holder representing the number of fully paid and non-assessable common shares to 
which such holder is entitled together with a payment by cheque in respect of any fraction of a common share issu- 
able on such conversion as provided in section 20 hereof; subject to the following provisions of this section, such 
conversion shall be deemed to have been made at the close of business on the date such Series I Preferred Shares 
shall have been surrendered for conversion, so that the rights of the holder of such Series I Preferred Shares as the 
holder thereof shall cease at such time and the person or persons entitled to receive common shares upon such con- 
version shall be treated for all purposes as having become the holder or holders of record of such common shares at 
such time and such conversion shall be on the current conversion basis as at such time; provided, however, that no 
such surrender on any date when the Company’s registers of transfers of common shares shall be properly closed 
shall be effective to constitute the person or persons entitled to receive common shares upon such conversion as the 
holder or holders of record of such common shares on such date, but such surrender shall be effective to constitute 
the person or persons entitled to receive such common shares as the holder or holders of record thereof for all pur- 
poses at, and such conversion shall be on the current conversion basis as at, the close of business on the next suc- 
ceeding day on which such registers of transfers are open; in no event shall the Company’s registers of transfers of 
common shares be closed at any time during the thirty (30) days immediately preceding e , 1992; for these 
purposes the date of surrender of any Series | Preferred Shares for conversion shall be deemed to be the date when 
the certificate representing such Series I Preferred Shares is received by the Company or by a transfer agent of the 
Company as provided in this section. 


14. No Adjustment for Dividends 


The registered holder of any Series I Preferred Share on the record date for any dividend declared payable on 
such share shall be entitled to such dividend notwithstanding that such share is converted after such record date and 
before the payment date of such dividend and the registered holder of any common share resulting from any conver- 
sion shall be entitled to rank equally with the registered holders of all other common shares in respect of all divi- 
dends declared payable to holders of common shares of record on any date after the date of conversion; subject as 
aforesaid and subject to the provisions hereof, upon the conversion of any Series | Preferred Shares the Company 
shall make no payment or adjustment on account of any dividends on the Series I Preferred Shares so converted or on 
account of any dividends on the common shares issuable upon such conversion. 
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15. Conversion Basis and Price 


Until adjusted as provided herein the conversion basis shall be one common share for one Series I Preferred 
Share and accordingly the basic conversion price shall be $ @ per common share. 


16. Adjustment of Conversion Price 


The current conversion price shall be subject to adjustment from time to time in the events and in the manner 
following: 


(1) 


(2) 


(3) 


In case the Company shall (i) except as provided in paragraph (i) of subsection (1) of section 17, issue 
common shares of the Company to all or substantially all the holders of common shares by way of a stock 
dividend or otherwise, or (ii) subdivide its outstanding common shares into a greater number of shares, or 
(iii) consolidate its outstanding common shares into a smaller number of shares, or (iv) reclassify its out- 
standing common shares, the then current conversion price in effect at the time of the record date for such 
dividend or distribution or the effective date of such subdivision, consolidation or reclassification shall be 
proportionately adjusted. Any dividend or distribution on the common shares of the Company in common 
shares shall be deemed to have been issued or made immediately prior to the time of the record date for 
such dividend or distribution for purposes of calculating the number of outstanding common shares under 
subsections (2) and (3) below. Such adjustments shall be made successively whenever any event listed 
above shall occur. f 


In case the Company shall fix a record date for the issuance of options, rights or warrants to all or substan- 
tially all the holders of its common shares entitling them (for a period expiring within 45 days after such re- 
cord date) to subscribe for or purchase common shares (or securities convertible into or exchangeable for 
common shares) at a price per share (or having a conversion or exchange price per share) less than 95% of 
the current market price of a common share on such record date, the current conversion price shall be ad- 
justed immediately thereafter so that it shall equal the price determined by multiplying the current conver- 
sion price in effect on such record date by a fraction, of which the numerator shall be the total number of 
common shares outstanding on such record date plus a number of common shares equal to the number 
arrived at by dividing the aggregate price of the total number of additional common shares so offered (or 
the aggregate conversion or exchange price of the convertible or exchangeable securities so offered) by 
such current market price per common share and of which the denominator shall be the total number of 
common shares outstanding on such record date plus the total number of additional common shares offered 
for subscription or purchase (or into which the convertible or exchangeable securities so offered are 
convertible or exchangeable, as the case may be). Common shares owned by or held for the account of the 
Company shall be deemed not to be outstanding for the purpose of any such computation. Such adjustment 
shall be made successively whenever such a record date is fixed. To the extent that such options, rights or 
warrants are not so issued or such options, rights or warrants are not exercised prior to the expiration 
thereof, the current conversion price shall be readjusted to the current conversion price which would then 
be in effect based upon the number of common shares (or securities convertible or exchangeable into 
common shares), if any, actually delivered upon the exercise of such options, rights or warrants. 


In case the Company shall fix a record date for the making of a distribution to all or substantially all the 
holders of its common shares (i) of any shares of any class not included in the definition of common 
shares, or (ii) of evidences of indebtedness, or (iii) of assets (excluding cash dividends paid in the ordinary 
course and excluding dividends or distributions of common shares as provided in subsection (1) above and 
shares issued as stock dividends to holders of common shares as provided in paragraph (i) of subsection (1) 
of section 17), or (iv) of options, rights or warrants for a period expiring more than 45 days after such 
record date, then, in each such case the current conversion price shall be adjusted immediately after such 
record date so that it shall equal the price determined by multiplying the current conversion price in effect on 
such record date by a fraction, of which the numerator shall be the total number of common shares out- 
standing on such record date multiplied by the current market price of a common share on such record date, 
less the aggregate fair market value (as determined by the Board of Directors, whose determination shall be 
conclusive) of said shares or evidences of indebtedness or assets or options, rights or warrants so distrib- 
uted and of which the denominator shall be the total number of common shares outstanding on such record 
date multiplied by such current market price of each such common share. Common shares owned by or 
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held for the account of the Company shall be deemed not to be outstanding for the purpose of any such 
computation. Such adjustment shall be made successively whenever such a record date is fixed. To the ex- 
tent that such distribution is not so made, the current conversion price shall be readjusted to the current 
conversion price which would then be in effect based upon the said shares or evidences of indebtedness or 
assets or options, rights or warrants actually distributed. 


(4) In case of any reclassification or change of the common shares (other than a change in par value, or from 
par value to no par value, or from no par value to par value, or as a result of a subdivision or consolida- 
tion), or in case of any amalgamation of the Company with, or merger of the Company into, any other cor- 
poration (other than an amalgamation or merger in which the Company is the continuing corporation and 
which does not result in any reclassification or change, other than as aforesaid, of the common shares), or 
in case of any sale, transfer or other disposition of all or substantially all of the assets of the Company, the 
Company or the corporation formed by such amalgamation or the corporation into which the Company 
shall have been merged or the corporation which shall have acquired such assets, as the case may be, shall 
execute an undertaking providing that the holder of Series I Preferred Shares then outstanding shall 
have the right thereafter (until the expiration of the conversion right of such Preferred Shares) to convert 
such Series I Preferred Shares into the kind and amount of shares and other securities and property receiv- 
able upon such reclassification, change, amalgamation, merger, sale, transfer or other disposition by a 
holder of the number of common shares into which such Series I Preferred Shares might have been con- 
verted immediately prior to such reclassification, change, amalgamation, merger, sale, transfer or other dis- 
position. The above provisions of this section shall similarly apply to successive reclassifications, changes, 
amalgamations, mergers, sales, transfers or other dispositions. 


17. Rules Regarding Calculation of Adjustment of Conversion Price 


(1) Nothing said or contained in section 16 or elsewhere herein shall be taken or construed as requiring adjust- 
ment in the current conversion price in any of the following cases: 


(i) any resulting increase in the number of issued common shares where the Directors determine that part or all 
of a dividend on the common shares shall be payable in cash or, in the case of holders of common shares 
so electing, by the issuance of shares (and the shares are issued pursuant thereto); or 


(11) where an increase in the number of issued common shares results from the exercise of any non-transferable 
right, option or warrant extended or given to employees of the Company or any affiliate of the Company 
from time to time to subscribe for or purchase common shares or other shares of the Company; or 


(111) where the increase in the number of issued common shares results from the exercise of the right already or 
in future extended or given to all or substantially all of the holders of common shares to purchase additional 
common shares pursuant to the Company’s present Shareholder Dividend Reinvestment and Stock Purchase 
Plan or any similar subsequent plan. 


(2) No adjustments of the current conversion price shall be made pursuant to paragraph (i) of subsection (1) of 
section 16 or pursuant to subsections (2) and (3) of section 16 if the holders of the Series I Preferred Shares are 
permitted to participate in such dividend or distribution on the common shares of the Company in common shares, or 
are permitted to participate in the issue of such options, rights, warrants or in such distribution, as the case may be, 
as though and to the same effect as if they had converted their Series I Preferred Shares into common shares pursuant 
to section 12 hereof prior to the record date for such dividend or distribution or the issue of such options, rights or 
warrants or such distribution, as the case may be. 


18. Evidence of Adjustment of Conversion Price 


If and whenever any action is taken which requires an adjustment of the current conversion price under section 
16 hereof, the Company shall forthwith file with all its transfer agents a certificate of the Company setting forth the 
details of the action taken, the adjusted conversion price and the resulting adjusted conversion basis; no such transfer 
agent shall be under any duty to make any investigation or inquiry as to the statements contained in any such certifi- 
cate or the manner in which any computation was made, but any such transfer agent may accept such certificate as 
conclusive evidence of the statements therein contained and shall be fully protected with respect to any and all acts 
done or actions taken or suffered by it in reliance thereon; the Company shall exhibit a copy of such certificate from 
time to time to any holder of Series I Preferred Shares desiring to inspect the same, and shall give notice of any such 
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adjustment of the current conversion price and the resulting adjustment of the current conversion basis to the holders 
of Series I Preferred Shares by posting the same in a postage paid envelope addressed to each holder of Series I 
Preferred Shares at the last address of such holder as it appears on the books of the Company or, in the event of the 
address of any holder not so appearing, then to the address of such holder last known to the Company; the Company 
may retain a firm of independent chartered accountants (who may be the auditors of the Company) to make any com- 
putation required under section 16 hereof, and any computation so made shall be final and binding on the Company 
and all transfer agents and shareholders of the Company; such firm of independent chartered accountants may, as to 
questions of law, request and rely upon an opinion of counsel (who may be solicitors for the Company). 


19. No Adjustment of Conversion Price Required in Certain Circumstances 


No adjustment of the current conversion price shall be made if the amount of such adjustment would be less 
than one per cent (1%) of the current conversion price, but in such case any adjustment that would otherwise be re- 
quired then to be made shall be carried forward and shall be made at the time of and together with the next subse- 
quent adjustment which, together with all adjustments so carried forward, shall amount to not less than one per cent 
(1%) of the current conversion price. 


20. Payment for Fractional Shares 


Upon the surrender of any Series I Preferred Shares for conversion, the number of full common shares issuable 
upon conversion thereof shall be computed on the basis of the aggregate number of such Series I Preferred Shares to 
be converted; in any case where a fraction of a common share is involved the Company shall adjust such fractional 
interest by payment by cheque of an amount equal to the then current market value of such fractional interest com- 
puted on the basis of the average of the last sale prices (or last bid prices if there be no sales) for the common shares 
on the Montreal Stock Exchange and The Toronto Stock Exchange, on the business day on which either of such 
stock exchanges was open immediately preceding the date of such surrender. 


21. Taxes on Conversion 


The issuance of certificates for common shares upon the conversion of Series I Preferred Shares shall be made 
without charge to the converting holders of Series I Preferred Shares for any fee or tax in respect of the issuance of 
such certificates or the common shares represented thereby; provided, however, that the Company shall not be re- 
quired to pay any tax which may be imposed upon the person or persons to whom such common shares are issued in 
respect of the issuance of such common shares or the certificates therefor or which may be payable in respect of any 
transfer involved in the issuance and delivery of any such certificate in a name or names other than that of the holder 
of the Series I Preferred Shares converted, and the Company shall not be required to issue or deliver ‘such certificate 
unless the person or persons requesting the issuance thereof shall have paid to the Company the amount of such tax 
or shall have established to the satisfaction of the Company that such tax has been paid. 


22. Redemption in Case of Amalgamation 


Except as provided in section 4 hereof, the Series I Preferred Shares shall not be redeemable prior to or" 
198@, except that the Company shall be entitled to redeem all (but not less than all) the outstanding Series I Preferred 
Shares in accordance with the provisions of section 3 hereof on payment for each such share to be redeemed of the 
amount paid up thereon together with accrued and unpaid dividends to the date fixed for redemption if, but only if, 
such redemption is made in anticipation of or concurrently with any statutory amalgamation or arrangement or with 
any merger to which the Company is a party (other than a merger in which the Company is the surviving corporation 
and which does not result in any reclassification of or change in the outstanding common shares) which cannot be 
consummated without the authorization of the holders of the Series I Preferred Shares and which has not been so au- 
thorized notwithstanding the due calling of a meeting under section 10 hereof for such purpose. 


23. Notice of Certain Action 


Until the close of business on @ =, 1992, the Company shall give at least twelve (12) days’ public notice of 
the record date for any cash dividend, stock dividend or other distribution on its common shares and prompt public 
notice for the issue to any of its shareholders of rights to subscribe for common shares or other securities and shall 
give at least thirty (30) days’ public notice before making any repayment of capital on its common shares. 
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